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fl+[ St:CriEfi,RY OF 5TATE · 

WASHINGT()N 

!\lEJ'.iOHANDUM l•'( lR: -niE PHES£DENT 

FJ\OM: _ Cy ru.s Vance t.p_j 

Decer11l>cr 29. 1978 

t. Philippine H.:Jses ·- We hav.:! a Philippine :base agreetneFJt 
wit htn ·~tn· grasp. Mc.rrcos has stated pubhcly he wiuhcF ro conclud:! 
it by January 2. 111e rem:1ining issue is his request to increas·e · 
~..:cur.\ty Supporting Assistance by $SO million over a five-year period, 
bringing the total five yeat·package to $500 million which he has· 
offered hut refused in 1976. Semlto rs Inouye and Glenn strongl.y . 
recommend that we move at once to conclude the deal pointing out 
the adVantnges with. those on th~ llill who criticize ou.r poUcy tt)\vanJ 

. Taiwan as weJJ. as rhc impo:·tance for tlilc region. l believe they arc 
co1·rect and am consulti!ng Defense, AID aiild OMB to s.ecure their 
views. h you: agree, we wiLl then b(~ in a position to inf!.>rm · Murphy 
in tirne for his next nieeting with Marcos which is scheuule for Saturday 
night Wnshingcon time. We would try to back load the $50 million so no 
J:'J:torc than. $5 millimJ additional would be in the FY 1980 budget. 

2. Canadiun Maritime Negotiations - We stil:l 'have a few 
remaining .points in our Ixmndaries and fisheries negotiations with 
Canada. Lloyd Cutler is submitting his resignation as the special 
negotiator, effective Del,;em·bcr :ll, 'but will ·continue tro be avai'lablc 
as a consultant and advisor. U the Canadians are wiHing, Lloyd 
wiU meet one more time in early January to attempt to bridge the 
differences on issues of management and percentage ·shares of fish 
stocks and on reciprocal fishing levels: on four cypes of fish. The 
differences are small. · '' 

JI.:· will also attempt to reach un acce:!J)table compromise 
on the .issue of a permanent fisheries ag:recmt~nt versus a Umitcd-dtJr­
~~rion agre<.:illent. 
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If those t!fforts succeed,. ·we would move into the Cc>ngrcssional 
approval process :.~s quickly as possible. ·If the issues other th:m : 
the uu ration question can be rcsu'lvcd by Lloyd Cutler a'nd his 
Car:uu.li.m1 counterpart, Mart.:cl Catlieux.,,. 1 will' uttctnpt to resolve that 
issue with D.:ln jamieson. 

Canada has agreed to arbitrate the Gulf of .Maine-Georges 
Bank lx>untlary H we can reach an East Coast fisheries agreement. irJJi~ 
is a major step forward. 

Lloyd has done a superb joh on this negotiation which has been 
Jung and difficult. 

3. Spain - Spanish. Prime Mini·ster Suarez today infpr.rned 
['(.!porters that he will l:t>nigbt for.maJJy a.nnuunc.::e the dissolution of · 
the parliament· anti call fur national elections on March t. 111is 
decision fnlluw:; 'the n .. -quiremcnr of the new democratic ~ahish 
cunstiUJtion, which went i"ntu fu rcc tl>c.lay , that Sua rcz either submit· 
hitusclf ru u vote of investiture by t:he parliament or else cal:l for 
new .nurional elections within 30 days of the constiturion's·promuilgarion. 
Suarez wiU also announce that local elct.~tions., whlch have not 
yet heen held, wi H tukc p1ace on April 3 .• · 

Suarez' sratcmcnt ends mooths of speculation and.unc.:crtainty 
over whidl pu-th, . investiture or· elections, .he p tanned to choose . 
after the consti&:liu:ion was. in place. Sua rcz indicatc.."tl in his rcmnrks 
tl:>day that he had decided ·some dane ago l"o call for new parliamentary· 
ck-ctions, but fc!lt he hnd tu uwait the p:romulgations of the constitution 
hcfo·rc tk!l.~Ju r:ing his intentions. 

:1 . . 

This step calls into question Sua •·cz' pulitfcal future, since lt. 
is not certain rhac his Union of the Democratic Cenrerminoriry 

·government will emerge. from new e!lcc;tions with il g.rcater, or even · 
the same, elet:tornlmaq~in ovc'r th<.! &.>cialists. ~'uurcz· has apparently 
uccidcdthat the r.isk is m.1twdghcd by :rhe need to resolve polirica): 
anccrrainty ii1 tiJ<.: post-com;titution period und.to obtain amanda.tc for 
dealing. with difficuJl <:.'l~onornic prO'blcms. · 

J 
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4. Namibia - Our latest word from New York ls that.: 
Ahtisaad plans to trJvcl to Tampa on Monday. jonunry. 1• to · 
discuss the proposed response to 11c>tha with Wuldhcim. ·We hope 
rJ,Jat ar thnr meeting Waldhcirn will: ~ign t.hc letter to Borha which 
follows substantia Uy the dra.ft which the < nntact Croup gav~ Wa'ldhcim 
last Saturday. . ·.nu.: rc has been no opposition,· African or otherwise , · · 
to the approach we have suggested to Wa ltlheim or ro Ahtisaari' s. 
visiting Sourh Africa and Namibia and his mission could begin during 
the wc..-ck of january R. · 

. ,, 



THE WHITE HOUSE 

WASHINGTON 1/2/79 

Mr. President: 

Jim Mcintyre c~lled this morning 

to ask for 30 minutes today to review 

budge.t decisions. You could: 

meet with him this morning at /:30 am 

try to include in the 1: 3·0 meeting 
-- tod'ay with Stu and others on 

domestic policy 

schedule tomorrow afternoon 

Phil 
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THE WHITE HOUSE 

WASHINGTON 

December 30, 1978 

MEMORANDUM FOR ALL DEPARTMENTS AND AGENCIES 

SUBJECT: Relations wi.th the People on Taiwan 

As President of the United States, I have constitutional 
responsibiLity for the conduct of the foreign relations of 
the nation. The United States has announced that on January 1, 
1979, it is recognizing the government of the People's Republic 
of China as the sole legal government of China and is terminat­
ing diplomatic relations with the Republic of China. The 
United States has also stated that, in the future, the American 
people will maintain commercial, cultuial and other relations 
with the people of Taiwan without official gove·rnment representa­
tion and without diplomatic relations. I am issuing this 
memorandum to facilitate maintaining those relations pending 
the enactment of legislation on the subject. 

I therefore declare and direct that: 

(A) Departments and agencies currently having authority 
to conduct or carry out programs, transactions, or other 
relations with or relating to Taiwan are directed to conduct 
and carry out those programs, transactions, and relations 
beginning January 1, 1979, in accordance with such authority 
and, as appropriate, through the instrumentality referred to 
in paragraph D below~ · 

(B) Existing international agreements and arrangements 
in force between the United States and Taiwan shall continue 
in force and shall be performed and enforced by departments 
and agencies beginning January 1, 1979, in accordance with 
their terms and, as appropriate, through that instrumentality. 

(C) In order to effectuate all of the provisions of this 
memorandum, whenever any la-w, regulation, or order of the 
United States refers to a foreign country, nation, state, 
government, or similar entity, departments and agencies shall 



,•· 

construe those terms and apply those laws, regulations, 6r 
orders to include Taiwan. 

2 

(D) In conducting and carrying out programs, transactions, 
and other relations with the people on Taiwan, interests of 
the people of the United States will be represented as appro­
priate by an unofficial instrumentality in corporate form, to 
be identified shortly. 

(E) The above directives shall apply to and be carried out 
by all departments and agencies, except as I may otherwise 
determine. 

I shall submitto the Congress a request for legislation 
relative to non-governmental relationships between the American 
people and the people on Taiwan. 

This memorandum shall be published in the Federal Register. 

----
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M r . P·r e s i d en t -

Secretary Vance called with the following changes on 

Tai~an declaration. 

First Sentence remains the same. 2nd sentence. is eliminated 

~nd the following language is~inserted: 

"The United States has announced that on January 1, 1979, 

it is recognizing the g.overnment of the Peoples Republic ·of 

China as the sole legal government· of China and is terminating 

diplomatic relations with the Republic of China. The United 

States has also stated that, in the future, the Americ.an 

people ~ill maintain commercial, cultural and other relations 

with the people of Taiwan without official government 

representation and without diplomatic relations. I am 

issuing this memorandum to facilitate maintaining those 

relations pending ther--enact.ment of legislation on the subject." 

Then contin~e with memo as submitted, star~ing with 

"I, therefore, declare and.direct -----" 



THE SECRETARY OF STATE­

WASHINGTON 

December 30, 1978 

Dear Mr. Presideat: 

Attached is the Taiwan memorandum 
for your signature. _ I am also attaching memoranda 
to you from Mike Egan and Bob Lipshutz. I 
recommend that you sign the memorandum. 

Attachments. 

c~ 
cyru~ance 



THE WHITE HOUSE 

WASHINGTON 

December 3 0 , 1.9 7 8 

MEMORANDUM FOR ALL DEPARTMENTS AND AGENCIES 

SUBJECT: Relations with ·the People on Taiwan 

As President o-f the United States, I have 
constitutional responsibility for the conduct of 
the foreign relations of the natio11. I-·f-±nd-t:ha-t 
i.t .. is.impo:r.tant ... to ·the national-interest --that _ 
commercial, cultural, and·· other--relations·· be -main­
tained between the people of-the---united States and 
the people on TaiwanbegiBning.January--1, ·1979-, --in 
the manner.provided below. 

I therefore declare and direct that: 

(A) Departments and agencies currently having 
authority to conduct or carry out programs, trans­
actions, or other relations with or relating to 
Taiwan are directed to conduct and carry out those 
programs, transactions, and relations beginning 
January 1, 1979, in accordance with such authority 
and, as appropriate, through the instrumentality 
referred to in paragraph D below. 

(B) Existing. international agreements and 
arrangements in force between the United States and 
Taiwan shall continue in force and shall be performed 
and enforced by departments and agencies beg.inni11g 
January i, 1979, in accordance with their terms and, 
as appropriate, through that instrumentality. 

(C) In order to effectuate all of the provisions 
of this memorandum, whenever any law, regulation, or 

ElectrostatiC Copy Made 
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order of the United States refers to a foreign 
country, nation, state, government, or similar 
entity, departments and agencies shall construe 
those terms and apply those laws, regulations, or 
orders to include Taiwan. 

(D) In conducting and carrying out programs, 
transactions, and other relations with the people 
on Taiwan, interes·ts of the people of the United 
States will be represented as appropriate by an 
uno.fficial instrumentality in corporate form, to be 
identified shortly. 

(E) The above directives shall apply to and 
be carried out by all departments and agencies, 
excep.t as I may o,the·rwise determine. / , 

,. .,-,~ _. j"cz/u,A'IIIU!.r·t ·M· 
I shall submit to the dongress a request for 

legislation relative to
11
relationships between the 

American people and the people .Ql Taiwan • 

. This memorandum shall be published in the 
F'ederal Register. 

,.-····· 

Electrostatic Copy Made 
for Preservation Purposes 
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December 30, 1978 

· MEMORANDUM TO THE PRESIDENT 

From: Acting Attorney General 
Michael J. Eg.an 4t. .} !_, 

Subject: . Proposed Memorand~ to Depa·rtments and Agencies 
on Relations with the People on Taiwan 

The Department of Justic.e has participated in a review 

of the draft document, but it has not had an opportunity to 

examine many o:f the underlying and complex legal questions, 

gi-ven the. understandable need :for security and timing. We 

understand, however, that the Off·ice of Legal Adviser in 

the State Department has done extensive work in this area. 

Accordingly, the Department of Justice is not now in 

a position to offer an opinion as to the extent of your 

constitutional and legal authority in the areas discussed 

in this memorandum. We will do so in the·context of the 

spec;i,::t;;i,c st~t-utes, agreements·, cmd other arrangements as 

soon as poss.ible. But there· ·ao .:remain many unanswered 

questions, and we ·would l;i;ke ·you to he aware that the 

necessary research, from our point of view, has yet to be 

done .• 

Beginning immediately, we will w:ork closely to resolve 

these questions and bring youmore specific legal advice, 

in conjunction with the ·office of Legal Adviser. 



December 30, 19 78 

, MEMORANDUM FOR THE BRESIDENT 

SubJect: Recommendation from the Secretary of State 
to sign the Presidential Memorandum cmtcerning 
the· People on, Taiwan 

While I also first became aware of this matter only 
night before last,. I have attempted to become as familiar 
as possible with the legal and other ramifications. I 
recognize that there may be challenges to the action taken. 
Nevertheless, I recommend that you rely upon the 
advice of the Secretary of State and his legal advisers, 
and that you sig!J this Presidential Memorandum.· 

Robert Lipshutz 
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THE WHITE HOUSE 

WASHINGTON 

1/2/79 

Stu Eizenstat 

The attached was re-turned in 
the President's outbox today 
and is forwarded to you for 
appropriate handling. 

Rick Hutcheson 

cc: Jim Mcintyre 
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National Governors' Association 

The President 
The White House 
Washing.ton, D.C. 20500 

Dear Mr. President: 

Electrostatic Copy Made 
for Preservation PurpoSes 

December 20, 1978 

')Lilian M. Carroll· 
Governor of Kentucky 
Chairman 

Stephen B. Farber 
Director 

Clearly 1978 will be noted as the year in which the American 
people signaled their unmistakable determination to halt growth in 
the public sector and their insistence that government at all levels 
make bett·er use of its resources. As the year draws to a close, we 
would like to connnent on the broader implica.tions of this new reality 
for the role of the federal, s,tate,, and local governments in 1979 and 
beyond. 

As governors we have not been indifferent to the need to control 
government spending. At our winter meeting last February in Washington, 

· we voted overwhelmingly to support your efforts to balance the federal 
budget by 1981, and in August we re-affirmed that support. We recognized 
then, as we do now, that moving toward a balanced federal budget will 
require you and the Congress to make difficult and unpopular decisions, 
some of which will affect the services that state and local governments· 
deliver to the people. Stat.e, city, and county government·s are confronted 
with the same kinds of decisions .. 

The governors reconnnend for your consideration two broad policy deci­
sions that we, believe will enable us to totally support and to effectively 
assist you in accomplishing your stated goals of controlling inflation and 
balancing the federal budget. We also believe a responsive initiative would 
lead to substantial improvements in the use of existing pub!tic resources and 
restore the public's confidence in our ability to efficiently manage govern­
ment and rid it of waste and fraud. The two broad policy decisions are: 

Eliminating the ongoing attempts to bypass state governments 
in the implementation of domestic programs notwithstanding 
your policy to the contrary; and 

Intensifying your goal to streamline the federal aid system, 
with emphasis on the consolidation of programs, cutting of 
red tape and high administrative costs, and reduction of man­
dates that impose substantial burdens on state and local tax­
paye·rs for relatively small benefits. 

These reconnnendations are based no.t only on our experience as governors 
but on the overwhelming need for reforms documented in a recent 14-volume 
study of the federal grants system by the Congressionally established 
Advisory Connnission on Intergovernmental Relations. Among other things, 
the ACIR study demonstrates tha,t the changing patterns of intergovernmental 
aid have weakened the capacity of the states to effectively manage inter­
governmental programs. 

HALL Of THE STATES • 444 North Capitol Street • Washington, D.C. 2000 I • (202) 624-5300 



The President 
Page Two 
December 20, 1978 

As you know from your own experience as governor, the public looks 
to state government for leadership and performance in the provision of 
transportation, health care, education, social services, criminal justice, 
and economic development, environmental protection, and other services. 
Yet the federal government has increasingly bypassed the states and attempted 
to administer many of these programs directly to the 38,000 local general 
governments, almost all school districts, 2,000 substate regional bodies, 
many special districts, local authorities, and numerous nonprofit units 
and even neighborhood advisory groups. According to Richard Nathan, when 
welfare programs are removed from the calculations, more than one-half of 
all federal aid now bypasses the states. 

We wish to emphasize that the issue here is not competition between 
state and local governments, but rather the most effective management of 
government and use of scarce public resources. The authority and responsi­
bility of states with regard to their local governments are set forth in 
state constitutions. Local governments derive their powers from the states, 
and the fiscal and managerial resources of the states are fundamental to 
the effective operatid:n and well-being of their local communities. As you 
said' to your fellow governors in 1972: 

There has been for years, and I think still, a ten­
dency for federal government agencies to bypass the states 
and deal direc,tly with local governments. I don't consider 
that I have 159 different communities among my counties, or 
600 or 700 different communities among my cities. I have 
one S·tate, one plan for development, one common purpose, one 
common series of problems. They are completely interrelated, 
and whether we are dealing with water pollution or early 
childhood development, it is almost impossible for me as 
a governor, or for you as a governo·r, to evolve an effective 
statewide plan working through our respective agencies, ei.ther 
natural resources, education and so forth, if, at the same 
time, and parellel to us, the federal government is arranging 
unilateral relationships with 600 different cities or 159 
different counties. 

Commenting on the bypassing trend early in 1978, ACIR noted that 
it causes enormous policy .and management difficulties for the states 
and went on to say: 

Perhaps most troublesome -- and ironic -- is the fact 
that bypassing has accelerated at precisely the time that 
most states have modernized their executive and legislative 
branches along the. lines advocated by reformers over the 
years. Even more frustrating is the fact that .many of the 
innovative federal management approaches which command · 
national headlines -- reorganization, zero-based budgeting, 
and sunset legislation --were pioneered by the states. 
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The President 
Page Three 
December 20, 1978 

As 1978 progressed, however, and despite excellent cooperation between 
the White House and the states in many other areas, the Treasury Department 
recommended bypassing the states in countercyclical funds, the Department 
of Transportation in transportation.planning and construction funds, and 
the Jus·tice Department supported legislation that would have weakened the 
state role in the use of criminal justice funds. All these efforts contra­
vene your initiative in strengthening the partnership between the President 
and the governors·. If the states are to support and effectively assist 
their federal partner in reducing the federal deficit, we must, as a matter 
of policy, establish a presump.tion against bypassing the s·tates in new 
programs and for strengthening the state role in existing programs. The 
presumption should· be. that. new programs that reconnnend bypassing the 
states will be rejected unless an overwhelming case can be made that the 
states' coordinating role is outweighed by other factors. 

The presumption against new attempts to bypass the states should 
appl:y to the general revenue sharing program, which provides needed flexi-, 
bility in the federal aid system and enables many states to target these 
funds to needs more effectively than could be dori:e if the state share 
were distributed to all 38.,000 local governments under'f:the existing formula. 
It should be noted that in fiscal 1979, the federal government will spend 
an estimated $80 billion for services administered through state and local 
governments. States will spend a similar, if not larger, amo:Unt from their 
own resources to help their comm.uni·ties, either through intergovernmental 
transfers to local gpvernments or direct financing of services. 

The second initiative required of our federal partner is equally important 
if we are to absor.b the reductions in federal spending rather than merely 
shifting those costs from the federal government to state and local govern­
ments. Budget reductions should be accompanied by consolidation of programs 
and simplification of administrative procedures to insure that at least part 
of the reductions comes out of the bureaucratic costs of running programs 
and not merely out of services to the public. 

The ACIR s·tudy documents the enormously complex nature of the federal 
grant system artd the waste, duplication, excessive paperwork, and high ad­
ministrative costs that it engenders. More than three-fourths of the federal 
aid flows through narrow categorical programs., each with its own set of 
red-tape and overhead costs. Despite the barrage of criticism that has been 
leveled at this proliferation o.f narrow categorical grant programs by state 
and local officials, the number of such programs has continued to grow. In 
1975 there were 442; today there are 492. 

One-fourth of federal intergovernmental funds are in five block grants 
and the general revenue sharing :program. Although these funds have been 
saddled in recent years by dozens of cross-cut.ting rules and regulations 
that have undermined their intended flexibility, they remain far cheaper 
for state and local governments to administer and far easier to target to 
priorities at the S·tate and local levels. While categorical grants have 
continued to gir'ow, however, the number of block grants -- once considered 
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Page Four 
December 20, 1978 

the wave of the future -- has not been increased since 1974. Governors 
believe that with consolidation of related programs into block grants, 
they could deliver the same services for less money. 

In both block grants and categorical programs, federal mandates 
should be reviewed and, if possible; reduced in light of new fiscal 
realities. Many of these mandates were imposed at the federal level 
without an adequate assessment of their potential cost to state and local 
taxpayers, the relationship be.tween that cos't and the potential benefits, 
and the possibility that other more eff:ective and less expensive methods 
might be available to accompiish the same objectives. At our annual meeting 
in Boston,.the governors unanimous:I:y endorsed a policy position caliing on 
the federal government to help pay the cost of mandates it imposes on state 
and local governments, and on state governments to help pay the cost of man­
dates they impose on local governments. The initiative to balance the 
federal budget now dictates reexamination of those costly mandates. 

We would also urge that to the maximum extent possible, r,eductions 
in federal support for domestic programs should not be a simple transferral 
of those costs to sta·te and local governments but should be accompanied by 
actual reductions ±nthe costs of administering the programs. Federal cuts 
in particularly sensitive areas, like medical care programs for the poor, 
or cuts in funding that are not accompanied by reductions in federal mandates 
or maintenance-of-effort requirements, may leave state and local governments 
with little choice but to raise their taxes, thus undermining the national 
anti-inflation goals. 

It should also be noted that states do not have the resources to absorb 
deep cuts in federal programs without either raising taxes or reducing services. 
The· National Governors' Associat·ion Fiscal Survey of the States for 1978-79 
will show that state general fund balances will decline to about three percent 
of expenditures during fiscal 1979, the lowes·t level in recent years and well 
below the five percent target that many state budget officers and bond-rating 
analysts believe is a reasonable and prudent r.eserve. 

We believe our recounnendations are consistent with your broad'goals of 
improving the responsiveness and effec.tiveness of government and with your 
immediate goals of reducing the federal deficit and bringing inflation under 
control, and we are prepared to help you in any way that we can. 

hairman 
nt and 
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THE WHITE HOUSE 

WASHINGTON 

1/2/79 

Jerry Rafshoon 

The attached was returned in 
the Pre·sident' s outbox today 
and is forwarded to you for 
appropriate handling. 

cc: 

'· 

Rick' Hutcheson 

Louis Martin 
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THE WHITE HOUSE 

WAS'HINOTON 

December 22, 1978 

MEMORANDUM FOR TUE PRESIDENT 

FROM: LOUIS MAR.Tit!,4) 

The attached is for your information. 
It is being distributed to Black elected 
officials and B'lack media. 

Electrostatic Copy Made 
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'WHITE HOUSE 

12/21/78 

THE FIRS.T TWO YEARS 

Soon.President Jimmy Carter will reach the mid..;..point of his 

first term in office. Black Americans are asking what kind 

of beg.inning has been made. Is he living up to expectations? 

Even a partia!t review of the achievements of the Administra-

tion indicates that the record is clearly encouraging. The 

Carter Administration has moved the government out of the 

·shadow of '"benign neglect" in•to the sunshine of "affirmative 

action." 

One of the ·central themes of the Carter campaign revolved 

around the. need to re.t;orm and reorganize the.:machinery .of 

government. The President was determined to make ·ce1:-tain 

tha:t Federal programs worked and that the services they were 

established· to offe.r were ac·tually delivered. Historically, 

it has been the delivery government servi.ces th:a.t have . 

·most troubled and concerned the people. 

· I't is noteworthy that one of; the first reorganizat;i:.on plans 

proposed by Pres·ident Carter called for consolidation .of 

the scattered, Federal programs for enforcement o.f equal 

employment laws. This consolidation has been accomplished 
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. and it has strengthened the Equal Employment Opportunity 

Commission under the leadership of Eleanor Holmes Norton. 

Moreover, in his own backyard, the President for the first 

time in his·tory placed the White House Office under Title VII 

provision which prohibits d·iscrimination in employment. 

The President has given new power to enforce affirmative 

action programs·of Federal contractors to the Office of Federal 

Contract Compliance under the direction of Weldon Rougeau . 

. The Civil Service Commission has been completely reorganized. 

Employees who excel can be rewarded and reactionaries,, 

·racists and incompetents can no longer hide~ The Administra­

tion is presently developing a revised reorganization plan to 

consolidate other Federal civil rights, en:eorcement programs 

into a more effective tool to fight discrimination. 

The issue uppermost in the minds o~ Black 1\.rnericans hi.!3-

torically has. been the issue of employment. President 

Carter pledged to take action in this area and he has. 

. . - . .· ' . . 

While the Administration has cut the unemployment rate by 25 

percent for the mi:tion as a whol.e, unemployment among · 
\ 

· Blacks, e:specially Black youth, remains too high. ·· The · 

·President''iS. tackling _this .s~erious problem head-on. : He has 

·launched·a two.:..pronged attack in this battle. One i.nvolves 

basic job programs and the othe·r centers around economic 

development, including assistance to Black enterprise. 
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The Administration has expanded and establishednew basic 

job programs.. The expansion and. reach of CETA--the Com­

prehensive Employment and Training Act--has been doubled 

under. the direction of Ass.istant Labor Secretary, Ernest 

Green. Funding for 62.5,000 j:obs this year, with a four­

year· authorization of $46 billion, places CETAin a unique 

position to rende;r service. Most noteworthy also is the 

fact that every effort has been made to target these funds 

to-provide assistance to those most in need. 

Along with CETA, the Administration developed other job 

initiatives including the enactment o-f the Youth Employment 

.Ae.t. This Act authorizes new programs thatprovide 2.50,000 

job arid training opportunities for jobless yout'h between the 

ages of 16 and 24. In addition, the Administration won ap­

proval of a private sector jobs initiative designed tocreate 

emplo·yment in the private sector for- the hard core unemployed. 

The Tax .Reduction Ac.t and the Economic Stimulus Act, both 

initiated by this Administration, pro,vide $2 3 billion in 

economic as!s'istance, including $4 billion in public works 

construction.· Private tirms alsp get tax credits for hiring 

Blacks. 

Bor the longrange, the Pr.esident's support of the Humphrey­

Hawkins Bill, which passed Cong.ress, despite dire predictions 

that it would never see the light of day, may be the most 

important economic ac-t of the Administration. The Humphrey-
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·Hawkins Act establishes the priority of full employment by 

.law. It mandates that the President, the Federal Reserve 

Board and the Congress work tog.ether to use all the resources 

of government to stimulate full employment. 

When we talk of unemployment and ·of all the programs for. 

jobs, we do not traditionally think o.f Black businesses. 

Yet, it is becoming more and more apparent that the expansion 

· in new government programs for minority business has some 

significance in the job field. Black busine•ssmen by the 

hundreds are knocking o.n the doors of the Federal establish­

ment for contracts with some of the same passion and concern 

·that civil right·s leaders exhibited a decade ago. The 

number of jobs being created by Black businesses are 

beg;inning to have real significance in reducing Bla-ck 

unemployment. 

]\n :example of· the importance of these ef~o.rts was announced 

on December 18, .1978, when a Black~owned business landed an· 

$8 millio~ contract froxn the Enviromnental Protection 

Agency. This · firm, Raven Systems and R.es.earch Inc. , hea,'ded 

by Ray .Mott o£ Wahsington, D .. c. ·will exB"and it-s work force 

from 150 to 300 employees·to fulfill the work required by·· 

·EPA. This contract,. one of the largest for mino-rity groups, 

was obtained from the .Small Business Administration under· 

the SA program. 'Under this program, which has been greatly 

expanded by President Carter, federal contracts can be 
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secured without competitive bidding. It has been designed 

to give minority businesses a helping hand. 

The Republicans traditionally talk and talk about free 

enterp.rise but the record shows that the Democrats have 

actually opened the door to Black entrepreneurs. The 

Commerce Department report'S that more than 3 1 500 firms 

owned by B.lacks have received over 7 1 600 Local Public 

Works construction and supply contracts totaling $230 

million. The Department estimates that $-6,00 million 

or 15 percent of ·the $4 billion ih Round Two Local 

Public Works Appropriation will be spent with 7,000. 

bona fide minority business enterprises. 

The Carter Administration, in cooperation with the Con­

g_ressional Black Caucus 1 .succeeded in winning. a major 

legislative victory in t-he. passage o-f H.R. 113181 the 

Omn'ibus 'Minority Business Act. This new law includes 
.. . . ' 

·provisions £or· .technical 'assistance~. for help on sure·ty 

bonds·· and. performance- bonds for contractors and ·for a 

· number of resources vital to minority supplies and vendors. 

Perhaps the most .notable achievements in minority 

bll'siness and in jdb development by m:inori ty. business· have 
. . 

come through t]1e Administration's expansion of the· set-

.aside :Principle. By .setting aside a minimum percentage 
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_of dollars and contracts, 10 or 15 percent for minority 

enterprise, _the Administration guarantees that Blacks 

will get a fair share of the government business. In the 

Public ·Works program and iri the Northeast Railroad 

Corridor this set-aside principle has. won-national acclaim. 

Minorities are getting over 15 percent. of the business. 

The President has reacti va.ted the Inter-Ag.ency Council for 

Minority Enterprise and they have a set goal of $3 b.i.llion 

in Federal contract procurement to minority businesses by 

1980. In the private sector the Minority Purchasing 

Council, which has been en.couraged by g.overnment, has set 

-a- $3 billion goal. Thus, with the government and the private 

sector together .a goal of $6 billion.has been set to be 

spent with minority suppliers and contractors by 198·0. 

These busines.s developments for mino.rities are helping to 

create jobs that are under the full control of minority 

producers and manufacturers. The implications of this· 

· program. for the long range economi-c development of Black -

well as job seeke:r:s .-. The Carter· Adininistrati.oh i-s taking 

gl.ant steps. in this dire'ction. 

It is the same spirit that the Administratiqn has moved 

to put over 145million dollars of Federal deposits in 

minority banks and is presently .developing a minority bank 

development program toprovide technical and managerial 

---. . .... -- -·-.. .. . ............. -................ ::::::::: .. : .. : ..... : ~ ·:·::::;·;-;;·:;:,·:: ::::::::::::: :::::::::::::::::.~: ::::::::.:;::.!:: :·. :::: .. :::::::::::: ·_::: ·. 
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assistance as well as capi,tal to minority banks. 

In March of 1978, the President issued his National 

- Urban Policy which must be considered an important aid to 

minority encomic development. The chief architect .of this 

new thrust was Secretary Patricia Harris of the Department of 

Housing and Urban Development. Although the President's 

proposal for a National Development Bank did not get 

through Congress in 1978, some. key measures did, most of 

which. target urban aid to areas and people most ... in need. 

In the Housing and Community Development ,Act which ·was 

enacted into law, over 2 billion dollars-were autborized 
' ( 

for community development over a 3 year period. Several 

new ·programs were funded, .including $400 milli.on for 

Urban Development Action ·Grants. Over 3C:)!O , 0 0 0 new housing 

units were funded in 1978 alone. 

We have ~discussed thus far ~orne of the reorganization.·.· 

proposals al1d so~e of the economic and unemployment programs 

which have been advanced and established by. PresidentCarter. 

. . 

Will this econdrri;ic thrust and the new development programs 

of the Administration be strangled and killed by the · 

efforts of the President to curb inflation? The answer is, 

NO. The President has made it clear that he is going 
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forward not backward. He recognized the necessity for 

targeting programs in order to meet the needs of those 

who are most in need. He is demanding an end to waste, 

. to fraud and to management abuses which cost the government 

billions of dollars and hamstrings the delivery of services. 

He is going to cut the fat out of every department, agency 

and prog,ram. , ____ _ 

In his anti-inflation program, the President has exempted 

all those who make $4 dollars or less per hour •. Further, 

he is going: to Congress to g.et wage insurance tO. pr~tect 

those who obey the wage guidelines against an excessive 

rise in the inflation r:ate. 

The President has made it clear that no one in America is 

going to starve. Indeed, when we look at the ne\¥ food stamp 

program, where those who are poor no longer have to buy the· 

stamps but will get them absolutely free, ·it is easy to 

understand :why no one S'houiQ go -hungry.··· The program is 

funded for $9. hillioh ~n:a· it -is an·.· entitlement··· pro.gram · ·. 
. . 

which exempts it from most.of the cutbacks tha;t are so fe:ared. 

No assessment o;t; the s.tewardsh:ip of. P:r:es.ident Carter at 

this mid'-point in hls Administration would be comp'lete · 

without re-ference t~ civil rights issues. The position. of · 

the Administration in the Bakke case and in going on record_ 

in the .. case of the Wilmington 10 served to indicate where 

the President stands. Solicitor General Wade McCree moved.on 
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.Bakke and Assistant Attorney General Drew Days moved on the 

Wilmington 10. 

The President supported and personally worked for the passage 

of the D.C. Voting Rights BilL As in the hat.tle for 

Humphrey-Hawkins, he made the key calls to the leadership 

and the members of Congress to get action. Without his 

personal lobbying and pres,sure thes.e legislative victories 

would not have been won. In addition, the President 

successful.1ly supported a five year extension for the U.s. 

Civil Rights Commission. 

The.Administration won an important victory in the enactment 

of the Omnibus Judgeships Act of 1978, which ha·s increased 

the number of federal j·udgeships by ailimost 30 percent. The 

President is making certain that minori.ties. will get a fair 

share of these j udg.eships and for the first time Black 

:eederal judges will· be appointed in Southern sta·tes. 

Carter's' appointment .of Blacks to non-traditi.onal posts 

·through the• ~federal establishment include Patricia Harris, 

S'ecretai-y of .. Hous·ing and Urban: Development, Clifford 

Alexander, Secretary of the Army; James Joseph,.Under 

Secretary o:e the Department of Interior. The appointment 

of Blacks to a host o:e O·ther posts underscores his sincerity. 

No President in history.· has placed a Black man in such a 

key postion in international relations and supported him 

........ ·········· ..... -.... ~ ........................... -········· ... ,: ................ : .. ~--- ..................... ·····-· .... ····.··-···· ···"··········· ····-··· .... .. ·····-····· ........................... -........... ; .-................... ; ... ,;;· .. ~ ········ ......... . 
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. . 
-so churageously as this President has done in the case 

of Ambassador Andrew Young. The·impact of Ambassador 

Young on this nation'' s foreign relations will one day 

be the subject of serious study in the universities of 

the nation. The Administration's support of high moral 

principles and programs for the redemption of Africa 

represents a revolution in foreign policy. The human 

rights doctrine of the Administration is under fire from 

reactionaries at home and abroad. Yet at long last the 

American fla·g stands for true liberty and morality in 

Africa and everywhere else in the world today. 

·The future of Blacks·. in this competitive, :technolog.ical 

society depends on the availability and use of educational 

· and training opportuni ti·es. ·Recognizing· this bas.ic fact, 

President Carter has greatly expanded educational resources. 

~he .Education Amendments of 1978,supported by the Carter 

Administration .increased funding. by 25 percent.. Moreover,_ . 
. --~ -· . . ~- ·-· . . -; . . 

. greater einphasis has been given the pro9-rams ;for dis- ~ 
. ·- . . . 

advantaged. qhildreri including proposals ,(or large increa,ses 

·· · in. Title .I and Headstar:t ·_programs. The Middle I:ncome .. · 

Student Assistance A.c·t wnich the Administ:ration adv~nced' 

expands the basic student· a,id: prog,rams. In educa;i:ion, as 

·in other ,:fields, the Administration sought to target 

assistance to those most in need of assistance. 
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Under the leadership of _Mary Berry, Assistant Secretary for 

Education in HEW, new steps have been taken to enhance 

educational resources. A new Department of Education which . 

would strengthen its educational thrust has been proposed by 

the Administration. Presiden.t Carter has made a commitment 

to expand federal assistance to predominately B.lack co.lleges. 

In his new Directive for Black colleges, the President calls 

upon each agency of government to provide greater assistance 

to these institutions. 

The cataloging of the achievements of the Carter Administration. 

that -are o,f special interest to Blacks does not, of course, 

present. a· complete picture or give the full. measure of 
. 

the Presidency of Jimmy Carter. His integrity and·deep moral 

commitment to do what is good and right cannot be fully 

comprehended by·a listing of good deeds alone. He has 

demons,trated in the first two years of his berm that he 

can move America forward. He has demonstrated that he has 

both the courage and- the capacity- to·. meet the "great 

challenges- o.f our titne. 

We had .the "New Deal·" under President ~ranklin D •. Ro·osevelt, 

the "Fair Deal" under· President Har:i:y Truman, the. "New 

frontier" under President .John F. Kennedy and the"Great 

Societ;· ... under Presfdent Lyndon B. Johnso~. President 

Jimmy Carter is advancing step-by-step in the great Democratic .. 
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tradition and bringing w:ith him the highest moral idealism. 

He said that he wanted to create a government "as good as 

the American people". His Administration may well be labeled 

-the "Good Deal". 

.----· 
_, .. .---· .. 
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THE WHITE HOUSE 

WASHINGTON 

1/2/79 
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The attached wa.s returned in 
the Pre•sident 1 s outbox. It is 
forwarded to you fo1 your 
information . 

Rick Hutcheson 
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THE CHAIRMAN OF THiE 
COUNCIL OF ECONOMIC ADVISERS 

WASHiNGTON 

January2, 1979 

MEMORANDUM FOR THE PRESIDENT 

From: 

Subject: 

. . (..."::> 
Charlie Schultze~ 

Liberal and labor union reaction to 
the anti-inflation program 

Glenn Watts, who is, as you know, a strong supporter 
of the Administration., asked for my private comments on 
a recent analysis of your anti-inflation program prepared 
by Stanley Ruttenberg -- an economic consultant with 
strong ties to the union movement. 

I thought you might find the attached analysis useful, 
since it deals with some of the most common complaints 
that unions lodge agains.t the Administration's program. 

Attachment 

Electrostatic Copy Made 
for Preservation Purposes 
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Comments on the Paper by Ruttenberg, Friedman, 
Kilgallon, Gutchess & Associates, Inc., 
"Slow Growth -- No Cure for Inflation" 

The Ruttenberg paper argues that: 

Slow economic growth is not the cure for 
inflation. 

Faster economic growth would speed up the pace 
of productivity ga~ns, and improve the chances 
of reducing inflation. 

Wages are not the cause of inflation, and workers 
have been left behind in the inflation of the last 
ten years; weekly earnings -- af-ter taxes, and 
adjusted for inflation -- have stagnated du~ing 
these years. 

Profits have done relatively well during the 
period of inflation. 

On the basis o-f this background, the paper concludes 
with the following recommendation (p. 46): 

"It is· time, in short, for the policymakers to 
stop fighting the phantom of wage and salary increases, 
and instead to direct their attention to the real 
problem areas. A good place -- a very good place -­
with which to start is the corporate sector and the 
behavior of the nation's large companies·· and banks. 
For therein lies a major source of the inflationary 
pressures that have been depriving the American people 
of the type of economy they need and deserve -- an 
economy which is vibrant, healthy and growing, and 
which provides its workers with s-ufficient opportunities 
for work and income, and which enables the nation to 
deal rationally with its many economic and social 
problems." 

Comments 

Ruttenberg is correct when he says that slow growth 
will not cure inflation. In 1969-70 and in 1974-75 the 
economy went through two recess·ions. The 1974-75 recession 
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was the worst in 40 years. Although the rate of inflation 
did decline, the gain was .small, and was purchased at a very 
high cost. Recession is not an effective, much less a 
socially acceptable, way to deal with inflation. 

If an actual recession doesn't cure inflation, neither 
will a period of slow growth itself get rid of inflation. 
But, unfortunately we now need a period of slower growth not 
to cure inflation but to prevent it from getting worse, and 
to give us a chance to deal with inflation by other means. 
Inflation has accelerated in the past year. Continuing the 
rate of g.rowth we had in 1977 and 1978 would almost surely 
guarantee that inflation would keep getting worse, and 
ultimately lead to a recession. 

During 1977 the GNP grew at 5-1/2- percent. In 1978 
it grew at. 4 percent. The growth in employment was phenomenal 
-- about 7-1/4 million new jobs added in only two years. 
Inflation also accelerated sharply in 197&. During 1977 
consumer prices rose 6.8 percent. By the end of·l978 they 
will have risen about 9 percent. 

Some. of this acceleration of infla.tion was due to sharp 
increases in meat and other food prices, and the land component 
of housing costs. The exces:sive depreciation of the dollar 
also contributed. But inflation in other prices also 
accelerated. And this speeding up of price increases was 
not due to a widening of profit margins. Because of the 
large (15-1/2 percent) rise in the minimum wage and the· 
very sharp increase in the demand for labor -- as evidenced 
by the huge employment gains -- increases in compensation 
per hour speeded up, principally in the non-union area. 
Productivity gains slowed to virtually zero. As a 
consequence, costs rose sharply: 

1970 1975 
to to 

1978!/ 1975 1977 

(annual percent change) 

Nonfarm business 

Increase in compensation 
per hour 7.9 8.6 9.4 

Less: increase in productivity 1.4 2.3 0.3 
Eg;uals: increase in unit labor 

costs 6.4 6.3 9·.1 
vs •. 

Increase in prices 6.5 5.6 7.2 

!/ 3Ql977 to 3Ql978 



-3-

We do not need or want a recession to stop the 
accelerating pace of cost and price increases. But 
attempting to continue the relatively fast rate of growth 
in output and the even more surprising rate of growth in 
employment would almost surely perpetuate a rising rate of 
cost and price increases. Slowing the growth of the economy 
is therefore essential not because it will, by it-self, 
sharply lower inflation, but because without that slowing 
inflation would continue to worsen -- especially in the 
light of the poor productivity performance we have .been 
experiencing. 

The Role o-f Wages and Profits 

Wages were not the cause of the inflation which has 
plagued us in the past ten years. The inflation started 
with an overheated economy, associated with a refusal to 
pass a tax increase to finance the Vietnam war. The Federal 
Government ran a big budget d,efici t, not in a period of 
economic slack but in the middle of a boom. A good old­
fashioned inflation started •. Again, in 1972, the Nixon 
Administration pumped a lot of fuel into the economy during 
the election year. But more importantly, OPEC quadrupled 
the world price of oil and a worldwide crop shortage sent 
food prices thorugh the roof. Wages followed,. but didn't . 
lead the inflation. 

But the inflation wasn't generally caused by large 
unjustified price and profit increases either. As the 
Chart on the-next page shows, neither business nor labor has 
basically increased their share of the pie at the expense 
of the other. They are both vict-ims of the same treadmill. 
Bus-iness leaders allege tha.t profits have been severely 
squeezed. They were, in 1973 to 1975, as you would expect 
in a recession. But they have pretty well recovered by 
now. On the other hand, neither the last ten years of 
inflation, nor the 1978 acceleration in inflation, has 
raised profits to abnormal levels. 

One of the causes of our present problem is the fact 
that when we g.et economic slack busines-s firmsdon' t shave 
their prices to keep volume up. That is one of the rea,sons 
why, once we get into an inflation, it persists so stubbornly 
even through recessions. 

The Ruttenberg paper points out that weekly earnings 
after taxes and adjusted for inflation have not increased 
significan-tly since 1969, and have actually fallen since 
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1973. The weekly earnings series aren't a good measure 
since they lump full-t'ime and part-time workers together; 
an increase in part-time work by teenagers or women will 
result in a decline in average weekly earning,s even when 
wage rates are unchanged. Nevertheless, the basic story 
is accurate. 

Again, however., the stagnation of real after-tax 
wages is not because inflation has generally transferred 
income frOiilworkers to business. Rather it stems from 
several other causes: 

2.9 

1. The growth of productivity has fallen sharply. 

Rate of productivity growth 
(nonfarm business) 

(percerit per year) 

1955-65 1965-73 1973-77 

2.6 2.0 0.9 

1977-78 

0.3 

If productivity is rJ.sl.ng rapidly prices will usually go up 
less than wages, and real wages will improve. When ~productivity 
growth halts, prices have to go up faster relative to wage 
increases and real wage gains slow down or cease. 

2. Social security taxes have gone up. The Ruttenberg 
paper correctly shows that the large growth in social security 
taxes has taken a big bite out of wage increases (Chart 3, 
page 14). In fact he understates the problem. He only included 
the employee share.of social security taxes. The employer tax 
rate has gone up equally; employers treat that increase like 
any other cost and pass it on to customers. Prices go up 
relative to wages, and the growth in real wages is accordingly 
reduced. 

But social security benefits have sharply risen -­
the level of retirement benefits, the costs of Medicare, 
the improvement in disability benefits, and the number of 
beneficiaries relative to the number of workers, have all 
grown. These increases have to be paid for one way or the 
other. Had some of the increa·ses been financed out of 
income taxes, the impact on workers earning l.ess than average 
incomes could have been less. But workers in the $15,000 to 
$25,000 bracket might have been worse off. 
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3. The world price of oil has been increased fivefold. 
We now pay $45 billion a year to import oil. If oil prices 
had risen only as much as inflation elsewhere since 1973, we 
would be paying. only about $15 billion for the same oil. The 
extra $30 billion paid to foreign oil producers has had the 
same effect on workers a•s if $30 billion in additional taxes 
had been levied on them. 

In summary, the reasons why real wages after taxes have 
performed so poorly in the past t~n years is ~ because 
inflation has tran-sferred larg.e amounts of income from one 
group in America to another, but because of a string of 
events which have levied large costs on the nation as a 
whole. 

To r,epeat: excessive wage -in.crease·s were not the cause 
of inf.la tion. But -- with some exceptions -- excessive 
profit increases were not the cause either. A program to 
reduce inflation will require some reasonable and even-handed 
moderation of both wage and price increases. 

Productivity 

The Ruttenberg paper argues that productivity increases 
are large when economic growth is high and small when 
economic growth is slow. Hence a speed up in growth would 
raise productivity. But this is only part of the story. 

Over the long term, productivity growth depends on a 
number of things: R&D, the skills and education of the work. 
force, investment in modernized plant and equipment, etc. 
From year to year when output grows faster than normal, 
productivity does rise faster than its long-term trend and 
vice versa. (When output grows more rapidly than normal 
employers don't add workers at the same pace, and vice 
versa when output. falls. ) 

In the past ten years, unfortunately, the long-term 
trend of productivity growth has slowed down substantially. 
That is, productivity has slowed down by much more_than can 
be explained by the slowdown in economic growth. Our estimates 
of the long;..term trend in productivity growth (after adjusting 
for the effect of changes in the rate of economic growth) 
are as follows: 
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Trend growth in productivity (% per year) 

1953-65 

2.7 

1965-73 

2.1 

1973-78 

1.4 

In 1977 and 1978, productivity growth fell everi below these 
trends (1977: 1.3%; 1978: 0.3%), even though output was growing 
faster than its long-term trend. Speeding up the rate of 
growth will not recapture the lost productivity gains. We have 
some idea why the long-term rate of productivity growth fell 
after the 1960s: for example, resources devoted to R&D 
declined; the 1969-70 and 1974-75 recessions sharply depressed 
investment; out of iow investment more of it had to be devoted 
to socially desirable but nonproductivity improving anti­
pollution efforts. But we don't know why productivity 
collapsed even further in 1977-78. (Productivity growth 
has declined in every industry except communications: in the 
1973-77 period communications productivity growth was higher than 
in the 1950s and 1960s.) 

International Situation 

Accelerating inflation in the United States has been a 
direct -- but not the only -- cause of the fall in the d'ollar 
abroad. Right or w.rong, foreign holders of dollars had 
perceived us as unwilling to take the steps to control inflation. 
They projected our failure forward into the future, and that 
drove.the dollar down further, to an unwarranted degree. In 
turn, this made inflation even worse at home, as import costs 
climbed rapidly. And, since the dollar is the currency of 
international trade, uncertainty about the future threatened 
to slow world growth and trade. Without a firm anti-inflation 
program in place, coupled with the actions announced on 
November 1 to support the dollar, we could have seen much 
further weakening of the dollar, even more inflation, and a 
real er.osion of confidence in the ability of the United States 
to act as a world leader. 

Conclusion 

Ruttenberg is partly right in some of his conclusions 
and wrong in other.s • 

He is right that a recession is no way to cure inflation. 
In addition to all the other reasons, it is politically and 
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morally naive to believe that any country in the western 
world would run a big enough recession long enough to 
wring out inflation by the "agony" route. 

He is also right that slow growth won't reduce inflation 
sharply. But he is wrong to.imply that we could keep growth 
going at the recent pace.. Inflation has been accelerating, 
and not just because of food, housing, and medical costs. 
Failure to moderate.growth would bring further acceleration 
of inflation and, almost surely, an eventual large recession .• 
By aiming. at mode·rate growth we do indeed take some risks. 
But failure to do so would guarantee a much worse result 
later on. 

With a continuation of somewhat slower growth for 
awhile, and reasonable even-handed moderation in wage and 
price increa·ses, we can gradually reduce inflation. It is 
not an easy path. But the alternatiyes just won't work. 

Asking for simultaneous moderation in wages and prices 
is not pu.tting the blame for inflation on labor. In fact, 
searching for villains won't get us very far. There aren't 
any principal villains to put the blame on. Most groups in 
America have suffered from inflation. And everybody will 
have to participate in controlling it. 
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LOG INLTO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 
NO DEADLINE 
LAST DAY FOR ACTION 

VICE PRESIDENT ARONSON 
JORDAN 'RTTTLER 
EIZENSTAT H CARTER 
KRAFT CLOUGH 
LIPSHUTZ CRUIKSHANK 
MOORE FIRST LADY 
POWELL HARDEN 
RAFSHOON HERNANDEZ 
WATSON HUTCHESON 
WEXLER KAHN 
BRZEZINSKI IINDER 
MCINTYRE MARTIN 
SCHULTZE MILLER 
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ADAMS PETERSON 
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BERGLAND SANDERS 
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BROWN WEDDINGTON 
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CAMP DAVID 

DECEMBER 27J 1978 

TO: THE PRESIDENT 

FROM: FRANrv 
ElectrostatiC Copy Made 
for Preservation Purposes 

HE: CaRETTA ScoTT KING 

MARTIN LUTHER KING'S BIRTHDAY IS CELEBRATED EVERY 
YEAR r N .~TLANTA w r rH sEvERAL FoRMAL EvENTs • r·1R s • K r NG 
INVITED YOU AGAIN TO BE PRESENT ON MoNDAYJ JANUARY 15. 

I REGRETTED THIS EXPLAINING TO HER THAT THIS WAS THE 
FIRST DAY OF CONGRESS AND IT WAS NECESSARY FOR YOU TO BE 
IN l~ASH I NGTON. SHE UNDERSTOOD THIS PEiRFECTL Y BlJT THEN 
AS'KED THAT YOU TRY AND COME DOWN ON SUNDAYJ JANUARY 14. 

THE KlNG CENTE'R AND MRS I KI-NG WANT VERY 'MUCH TO 
P·RESENT TO YOU THE ANNUAL KING NoN-VIOLENCE AWARD. 

THIS WOULD BE GOOD POLITICALLYJ BUT PHIL AND I 
DON'T SEE ANY WAY YOU COULD TRAVEL TO ATANTLA ON THE 14TH 
YOU WILL HAVE JUST RETURNED FROM GUADELOUPE THE EVENING 
OF= THE 9THJ AND YOU WILL HAVE MUCH TO DO IN PREPARATfON 
FOR THE NEW CONGRESS. 

THE ONLY OPTION I CAN THINK OF IS TO ASK HER TO 
COWTO k/ASHINGTON SOMETIME THAT WEEK AND PRESENT IT TO YOU 
IN THE OVAL OFFICE IF YOU'RE INTERESTED. 

1 SHOULD CALL HER TODAY. 

1 1/- rt ri ___ REGRET THIS YEAR 

----<J SUGGEST A \4ASHINGTON PRESENTATION ---

:·, 



THE WHI'TE HOUSE 

WASHINGTON 

January 2, 1979 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR THE PRESIDENT 

FROM: HUGH CARTER~U 
SUBJECT: Secur~ty Violations 

Attached for your information are the security 
vio,lations for the month of December, 1978. 
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THE WHITE HOUSE 

· WASHINGTON 

January 2, 1979 

·. ADMINISTRATIVELY CONFIDENTIAL 

HEMORANDUM FOR: JIM MCINTYRE 

FRO.H: 1}/ 
HUGH CARTE1~r-/· 

SUBJECT: Security Violations 

The President has asked tha.t I make you aware of the following 
security violation(s): 

Date Name 

12/6 · El.iot Cutler 

12/11 Bo Cutter 

cc: The President 

Nature of Violation 

Confidential document found on 
desk top 

Confidential document found on 
desk top 



THE WHITE HOUSE 

WASHINGTON 

January 2, 1979 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

CHARLIE SCHULTZE 

HUGH CARTE1'k./ 

Security Violations 

The President has asked that I ~ake you .aware of the following 
~ecurity violation(s}: 

Date Name 

12/5 Lyle Gramley 

12/9 Peter Gould 

12/14 Val Koromzay 

cc: The President 

Natu~e of Violation 

Safe containing classified m~terial 
found open 

Confidential document fotind on 
desk top 

Safe containing clas·sified material 
found open 

. . . . .. ; ....... ~- ............... -....................... -- ...................................... -............................. . ·······························--··-····················-----------·····------------ ..... 



THE WHITE HOUSE 

WASHINGTON 

January 2, 1979 

ADMINIST.RATIVELY CONFIDENTIAL 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

·MIKE BERMAN 

HUGH CARTERr¥'~/ 
Security Violations 

The President has asked .that I make you aware of the following 
~ecurity vio~ation(s): 

Date Name 

12/16 ·Margery Skotheim 

cc: The President 

· Nature of Violation 

Safe containing classified material 
found open 



THE WHlTE HOUSE 

WASHINGTON 

January 2, 1979 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

JERRY RAFSHOON 

. HUGH CARTER~/ 
Security Violations 

T.he President has asked that I make you aware of the following 
security violation(s)! 

Date Name 

12/17 Jerry Rafshoon 

cc: The President 

Nature of Violation 

Confidential document found in 
desk drawer 



. . THE WHITE HOUSE 

WASHINGTON 

January 2, 1979 

ADMINISTRATIVELY CONFIDENTIAL 

ME~-10RANDUM FOR: STU EIZENSTAT 

FROM: ~
A~/ 

HUGH CARTE (_/ 
. 

SUBJECT: Security Violations 

The President has asked that I make you aware of the following 
security violation(s): 

Date Name 

12/2 .Bob Ginsburg 

cc: The President 

Nature of Violation 

Confidential. mate.rial found in 
file folder on desk 

·····:;;···:·.-·.·:::······::::·· ::::::;::::::::::·.: 
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THE SECRETAHY OF TRANSPORTATION 

WASHINGTON, •D.C~ 20590 

December 29, 1978 

MEMORANDUM FOR lHE PRESIDENT 

THROUGH:: Rick Hutcheson, Staff Secretary 

SUBJECT: Significant Issues for the Week of December 25 

Air Grash at PortlamJ, Oregon - As soon as I was alerted to the a.frline c·rash 
at Portland, I contacted Federal Aviation Admi,nistrator Bond and accident 
investi·gation teams from the Department of Trar~sportation/FAA and the 
National Transportation Safety Board, who are now on the scene in Portland. 

The United Airlines DC-8 with 1:80 persons on board crashed five mHes short 
of the airport ;;n a densely populated :portion of Portland., Of those on board, 
our information is that there were 10 fatalities, 50 i·njuries, and 14 persons 
unaccounted for but not presumed to be in the wreckage. The airc.raft came to 
rest in an empty lot after destroying a vacant home. Preliminary reports 
indicate no fatalities or injuries to people on the ground. At present, 
there is no indication as to the ca~se of the crash, though the pilot radioed 
that he had lost power and was unable to make the a'irport after ch~cl ing 
while attempting to fix a problem with the aircraft's landing gea:r. 

New Aviation Safety Pl.ans - This week Federal Aviation Administrator Bond 
and I annour:~ced a comprehensive change to our air traffic control system. 
The changes are designed to extend the ground-'based separati'on program to 
97 percent of the commercial passengers. The :program is expected to 
substantially reduce the number of reported near misses involving aircraft 
operating above 10,000 feet. It calls for increased radar services at 
80 airports and puts most of the busiest air routes above 10,000 feet 
under direct air traffic control. In addition, collision avoidance systems 
will be installed in most aircraft as soor~ as this equipment becomes available. 
Following tl:le September San Diego accident and the FAA • s study of the causes, 
we have :accelerated the prog,rams r:~ecessary to improve the Natf.on 1 s protecUon 
against possible midair collisions .. 
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THE SECRETARY OF THE INTERIOR 

WASHINGTON 

December 29, 1978 

MEMORANDUM TO THE PRESIDENT 

From: Secretary of the Interior 

Subject: Major Topics for the Week of December 25 

The reorganization proposal establishing a DNR (Department 
of Natural Resources) is before you for decision. This 
issue is important to your Administration, but timing of 
the decision is critical. If we act now, we can preempt 
the opposition from building support. The timber industry 

. is split on the issue with some of the big companies op­
posing. The conservationist and environmental organizations 
are supportive. Congress hasn't focused on it yet, but we 
have major support from Jackson, Church, Percy, Ribicoff, 
Nelson, Muskie, Udall, Burton, Bolling and Brooks. We can 
win this one, but we need to move decisively and early to 
strengthen our hand. 

You missed a good quail hunt last Wednesday. Two of us took 
16 quail and 3 pheasants in t·hree hours. 
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THE SECRETARY OF HOUSING AND URBAN; DEVELOPMENT 

WASHINGTON, D.C. 2041.0 

December 22, 1978 

f'lEMORANDUM FOR: The President 
AttentLon: Rick Hutcheson 

SUBJECT: Weekly Report of Major Departmental Activities 

(1 
----·· 

Department's Public Information Program on Energy Conservation is 
a "Best Seller." The Department learned this week that its energy 
conservation public information booklet "In the Bank ••• or Up the 
Chimney -- A Dollar and Cents Guide to Energy-Saving Home Improvements" 
has become the most popular government publication in recent history. 
Since the program started in 1977, the Department has honored requests 
from 976,000 individuals and organizations. This week, Pratt and Whitney 
Aircraft, Connecticut's largest employer, distributed 54,000 copies of 
the 77-page booklet to its employees. 

HUD Announces Passive Solar Awards. A total of 242 awards in the 
residential passive design competition and demonstration were· announced 
this week. Covering 35 states, these awards include 14.5 pr,izes of 
$5,oon each for designs for new singl~ family passive solar homes, 17 
prizes of $2, 000, for designs for pass.ive solar modifications to existing, 
homes, and 80 awards of $7,000 to $15,000 for the construction of some 
of the new home designs for open marke·t sale. 

Single Family FHA Mortgage Insurance Applications Continue to . 
Climb. During the first two months of this fiscal year, ll,l, 8·0 5 applica­
t1ons for FHA single family home mortgage insarance were processed, 
a 27 per cent increase over the first two months of last fiscal year. 
The Department currently projects an annual rate of approximately 
735,000 applications which would be 116,000 more than the actual number 
of applications processed last fiscal year. One indication that this 
accelerated growth will continue is that the number of applications for 
proposed construction increased almost 40 percent during the first two 
months of this fiscal year. Helping account for the increase in 
applications is the popularity of the Graduated Payment ·Mortgage program. 
For November, GPM activity ·exceeded 11,000 applications, the highest 
monthly total to date. On an annual basis, this wouldindicate GPM 
applications wi,ll reach 138,000 during fiscal year 1979. 

Consumer Complaint Handling Program Praised. A report prepared by 
Technical. Ass.istance Research Programs, Inc., has praised the Department 
for the way it handles consumer complaints and inquiries. The report 
commends the Department for making improvements in the program over the 
past two years and makes the point that a system exists for analyzing 
public complaints for possible im act on the Department's, policy making 
process. 

..... 
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THE CHAIRMAN OF THE 
COUNCIL OF ECONOMIC AOVISERS 

WASHINGTON 

December 22, 1978 

MEMORANDUM FOR THE PRESIDENT 

From: Charlie Schultz.e ~0<) 
Subjec.t: CEA Weekly Report 

Budget Preparation. Members of the CEA staff have been 
working with OMB, DPS and other agencies in the preparation 
of final memoranda for you on the 1980 bud'get and economic 
outlook.. A memo discussing the final forecast for 1979 and 
1980 is incorporated in the OMB briefing ma.terials supplied 
to you earlier this week. I'll be glad to provide additional 
comments, if you w.ish. · 

Real Wage Insurance. CEA worked on the memorandum 
sent to you on Wednesday evening regarding the real wage 
insurance program. As that memo points out, your advisers 
recommend proceeding with the program even though some 
significant difficulties have arisen during the final 
development of the legislative proposAl. Treasury currently 
expects to have the final proposal ready for publication 
about the first week in January, and testimony on it will 
be scheduled before the Ways and Means Committee shortly 
after the budget is released. Your decision on the range of 
protection to be provided by the program, which we requested 
in that memo, was needed to finalize the proposal. 

Economic Report. 
the Economic Report of 
January. We currently 
about three days after 

The CEA staff has been working on 
the President to be published in 
expect to publish the Economic Report 
the budget is released, on January 25. 

Aside from these ac.tivities, the CEA staff is preparing 
for Christmas. May I wish you, Rosalynn and your family 
a happy and restful holiday season in Plains. 
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THE S'ECRETARY OF COMMERCE 

WASHINGTON, D.C. 20230 
·~,. ...................... -

December 21, 1978 FYI 

REPORT TO THE PRESIDENT 

Revised estimates of third quarter GNP released this week show real output growth 
for the period at only a 2.6% rate, down from the 3.4% estimated one month ago. 
This reduction stems la.rgely from lower estimates of earnings on direct invest­
ments abroad and lower foreign military sales. Meanwhile, economic data for the 
current quarter continue to come in strong with a healthy 1.0% .gain in personal 
income for November and a continued high rate of housing starts. The fourth 
quarter is shaping up well, and the economy should :be entering 1979 with good, 
balanced growth. 

On Tuesday chief executives from the rubber produc·ts industry joined me in a 
discussion of business issues and Adminis.tration initiatives. This industry 
faces a number of critical problems relating to slow growth., d·eclining profi,ts, 
minimal productivity increases, and increasing foreign competition. Moreover, 
the prospects of increased costs for labor, raw materials, and regulatory 
compliance are substantial. 

• A major labor contract for tire manufacturers expires in April; 
strikes occurred prior to the itast three settlements w.ith a five~month 
walkout occurring in 1976. Industry representatives expressed· a strong 
desire to comply with your wage and price standards but noted that 
maintaining present provisions for benefits and cost-of-living adjust­
ments would certainly exceed the 7% s.tandard:; moreover, the United Rubbei 
Workers apparently will demand additional wage/benefit increases. 
Barry Bosworth joined·our discussions, indicating that the Administration 
would s.trongly advocate constraint on both sides during the coming industry 
negotiations. 

• The industry"s trade position has been declining. The impact of the MTN 
and the International Commodity Agreements now being negotiated will be 
critical. The Department has been consulting extensively with the 
industry on these ac;tions and is working closely with Bob Strauss' of.fice 
to assure tha.t industry conce·rns are fully considered. 

• The industry representatives urged improved coordination of government 
agency decisions in order to achieve a better balance in regulatory require­
ments, stres·sing the need for more realis,tic assesslllents of regulatory 
economic impacts and benefits. To this end, the Department will be following 
up with industry representatives and Brock Adams' staff (which was represented 
at the mee.ting) to review specific technical issues relating to tire quality 
grading requirements. 

My best wishes to you and your family for a happy Christmas and .a mos•t 
rewarding New Year. 
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Dec ember 22 , 19 78 

REPORT TO THE PRESIDENT 

FROM: Douglas M. Cost le 

Yesterday we formally proposed an a.lternative 
regulatory approach -- called the "bubble" concept 

... ~···--- -

to controlling air pollution emissions from industrial 
sources ... Previously, the agency has set emis•sion limita­
tions on each individual source within a given facility, 
e.g., each smokestack,, coke oven, etc. Now we are pro­
posing. that the plant managers themselves decide whe-re to 
cut pollution rates more and where t 0 let them increase 
-- provided that total emiss•ions from the entire plant 
are not increased and that a.ir quality standards are met 
ou-tside the "bubble'' of air surrounding the plant. This 
will allow them to focus control e.ff arts -- and dollars -­
en those sources that are least costly to c m;trol. This 
approach should: 

o make our controls much more reasonable; 

o stimulate more innovation in pollution 
reduction efforts; 

o save the discharg.ers money; and 

o result in no increase (and perhaps a 
reduction) in total pollution emissions. 

With these c,haracteristics, we consider this to be 
one of our major regulatory reforms, and are looking forward 
to extending it to other programs. 

Barbara and I would like to wish you and your fami.ly 
a very merry Christmas. 
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TO: 
THROUGH: 
FROM': 
SUBJECT: 

NAMIBIA 

COUFIDEU':E'IA:t 

President Carter 
Rick Hutcheson 
Ambassador Young 
U.S. Mission to the. U.N. Activities December 15-21 

The Cont·act Group has drafted a massage from the ·Five to the 
South African Government reiterating the need for a final 
decision by South Africa this month on whether or nit it agrees 

/ 

to cooperate with the UN on the implementation of Security Council· 
Resolution 435. The message was delivered.to Permanent Secretary 
Brand Fourie by the Five Arnbas:sadors in Cape Town, December 20 .. 
The Five have also agreed to abstain on the three UNGA'draft 
resolutions on Namibia.. The vote· is scheduled for December· 21. 
The abstentions will be made on procedural rather than substantive 
grounds in the belief that at this crucial state in the Namibia 
e.ffort the Five should not compromise their position o~ 
neutrality by taking a substantive position. on these resolutions~ 

UN GENERAL ASSEMBLY 

. UNGA Vote on · Iraqi Reso.lution - On December 14, UNGA · adopted Iraqi 
resolution requesting the Security Council to call on s·tates to · 
cease military and nuclear co.llaboration: wi.th Israel. Vote was 72 
in favor, 30· against, and 37 abstentions. In· prior procedural vote 
put to the As·sembly by the President, the GA decided that the 
resolution was not an i•important question" requiring two thirds 
majority. After the. voting, Israeli Ambassador Blum declared that 
his government would thus consider ~e. resolution to be an 
unimportant one and hoped the Securfty Council would arrive at the· 
same conclus:ion. 

Dominica Becomes 15lst Member of UN- The Commonwealth of Dominica 
was adiriitted as the. !51st member state of the :UN·by deq:i,sion of 

·the UNGA, December 18. The UNGA resolution admitting: D.ominica, 
upon recommendation of the.Security Council December 6,was adopted 
unanimously without a vote. · 

UNGA Censures Nicara9ua,· Adopts 18 Resolutions - OnDecember 15, 
by vote of 85-I-45(US),.the UNGA censured the repression of the 
people of N.icaragua and the violation of Costa Rica.•s sovereignty 
by Nicaraguan mili'tary aircraft, and demanded that Nicaraguan 
authorities. cease activities endangering the security of the region. 
The resolution on.Nicaragua also urged Nicaraguan authorities to 
"ensure respect for the·human rights of its citizens" and asked 
the Secretary General to follow developments closely and provide 

. th·e aid necessary to achieve the purpose of the resolution~. 

AMBASSADOR YOUNG'S OTHER MEETINGS -·12/15 -Hamilton Green, 
Minister o·f Housing, Labor and Health (Guyana) , 12/18 - Frank 
Ferrari, 12/19 . ...: FM Ali Mroudjae (Comoros) , 12/20 - Phil Mason, 
Mr. 'Beard, Mr. Saddl.er, Mr. Furia Colombo, 12/21 - Mr. Whistler, 

·charlie Cobb, National Public Radio, Ambassador Petree, 
Christopher. Nascimento, ·Minister of State (Guyana) . . · 

DECLI'~SGiriED· 
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Com~unity wAs.HrN:mN. o.c. :oso6 ~ 
Serv1ces Adm1n1strat1on ·11"'" 

December 22, 1978 

· MEM:>RANDUM 'ID THE PRESIDENT 

Attention: 

FK>M: 

.StJBJECr: 

Rick .Hutcheson, Staff .Secretary · I (P'. 
Graciela (Grace) Olivarez, Dir~ -'-~~t . 
Ccmnunity Services .Mm:inistra~ 

J 

Weekly Report of Significant Agency Activities 
(Week of December 18 - 22, 1978) 

· Winter ·Energy ASsistance Program • Recpl.ations 
< 

The Ccmnun:ity Services Administration (CSA) has reached 
agreenent with the Office of Managenent .and .Budget regarding 
.·regulations for CSA 1 s $200 million Winter Energy ASsistance 
Program. The regulations are to appear in the Federal Register 
on: December 29' 1978. 

IDs ·Angeles ·county.· to receive ·poverty Funds 

The County of IDs Angeles is to receive a six':""nonth $4 million 
grant fran CSA to assume administrative responsibility for the 

· oounty 1 s poverty program when the Greater IDs Angeles Ccmnunity 
Action Agency (GEACM) closes on .December 31, 1978. By making 
this nriney .available as of January 1, 1979, CSA hopes there 
will be no interruption in services to low-incorre residents 
in the I.Qs Angeles area:. 

·oisaster ·FUnds to Arizona 

AS a .result of the extensive flooding in Arizona .this week, 
CSA has made available to Arizona, through its State Economic 
Opportunity Office; an initial $100,000 to provide arergency 
services. 

' 
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THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

December 22, 1978 

MEMORANDUM TO THE PRESIDENT 

FROM: Ambassador Robert 

.SUBJECT: Weekly Summary 

This week we are concluding our work fo.r.the 
year on the MTN· and while .we will no·t precisely meet the 
deadline we have been working under and which wa·s reinforced 
at the Bonn Sumrilit, we have as a practical matter, reached 
the concluding stages. 

We have completed and signed off on our negotiations 
with Japan, Sweden, Switzerland and Austria and a half dozen 
or more LDCs. As a matter of fact, our bilateral agreements 
with most of the developed countries· except the EC and 
Canada are complete. All of the' non-tariff codes, including 
subsidies, customs valuation, standards, government pro­
curement, and counterfeiting are substantially complete with 
the exception of issues that affect special and differential 
treatment for developing countries which remain open for the 
purpose of working with the LDCs and not because of differences 
among developed countries. 

We have completed 90 percent of industrial tariffs 
with the EC and the present schedul.e calls for their completion 
in January prior to the February 6 Counc.il mee.ting in Europe .. 

The French continue to maintain that there is an 
unfavorable balance in our favor but apparently the Commission 
and the Council of Ministers are prepar.ed to proceed to con­
clusion. 

It is my intention and I have informally advised 
the leadership of the Cong,ress that you will give the 
s·tatutory 90-day notice to them of your in.tention to enter 
into these agreements. They concur that the notice should 
be given by January 3rd so that the 90-day period can begin 
running. 
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We are· pushing on these last few days to conclude 
insofar as possible all of our trade ag.reements, particularly, 
those involving Taiwan. The Taiwanese will be. in the office 
on the 23rd and 24th of December· to negoti?lte both a general 
trade agreement (whic]l has been in the process of.negotiations 

·over the last year)., and a separate, orderly marketing agreement 
on color televisions. 

Mr. President, yqur China deal must be sold across. 
this country with credibility as the greatef;t trade opportunity 
ever presented to this nation. I .. know you are aware of . it 
but there is something of a domes-tic nature t;:hat impacts 
in a positive economic. way on·every·man and woman. in America. 
It just needs to. be orchestrated with .crE3dibility. The · 
·same thing is true with the Congress. If the case is 
presented pr:ope£.ly, ·the s.elfish interests of constituencies 
of some of the more voccill opposition Senators ·can be force­
fully brought hqme to.them. 



THE SECRElARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

December 22, 1978 

MEMORANDUM FOR THE 

ATTENTION: Rick 

FROM.: 

SUBJECT: 

Transportation and Inflation ; - I met yesterday with Fred Kahn to 
review ways in which the Department could be of assistance to his 
inflation fighting efforts. We agreed' to .provide him with 
information on the economic justification for fuel economy standards 
and with our thoughts for attacking inflation through consumer action 
on auto repairs. We also discussed several pending departmental 
rulemaking actions and the role that the inflation staff would take 
in assembling recommendations on these matters, such as the handicapped 
regulations, where costs are high and social priorities must be balanced 
with inflation. 

We also discussed the inflation-fighting component of the Department's 
legislative program, particularly the Surface Transportation Administration 
and no-fault insurance. 

Washington Me·tro Financing - A financial milestone was achieved last 
week when agreement was reached with the Washington Metropolitan Area 
Transit Authority's Committee on repayment of $1 billion in outstanding. 
Metro subway bonds. 

Aircraft Hijacking - A domes.tic hijack:tng incident occurred Thursday 
involving a TWA DC-9 plane with 8,3 passengers and a crew of six aboard. 
The plane was hijacked by a teen-age girl, who had railroad flares 
which resemble. dynamite. She demanded release of convicted hijacker, 
Garrett Trapnell, from the Federal Penitentiary at Marion, Ill. She 
took over the plane on i,ts approach to Kansas City Airport and diverted 
it to Marion, Ill. The hijacker surrendered yesterd'ay evening and all 
passengers wer:e safely released. The FBI confirmed that the hijacker 
was the daughter of Barbara Ann Oswald, who was killed May 24 when she• 
tried to hij.ack a helicopter in another attempt to free. Trapnell. 

Since the airport security systems were initiated in January, 1973, 
25 hijackers have tried to penetrate the system, which involves metal 
detection and baggage X-ray. None of these attempts involve~ real 
weapons or explosives. The hijacker used non-metal flares which 
closely resembled dynamite and, therefore, she was able to convince 
the passengers and cr:ew the threat was real. 
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THE SECRETARY OF DEFENSE 
WASHINGTON, O.C. 20301 

MEMO.RANDUM FOR THE PRES IOENT 

December 22; 1978 

SUBJECT: Significant AcUons, Secretary and Deputy Secretary of Defense 
(December 16-22, 1978) 

-

Norma 1i zatlon of Relations wHh ChIna: I have, estab Jlshed a specf a 1 
high-level group in DoD to deal with imp:lementation of the normalization 
agreement with the PRC insofar as it affects activities of this Department. 

Commun•i cations Sate 1 Ute Techno 1 ogy--Ch I naf: My s.taff Is wo.rk I ng wl th 
Frank Press• off,fce, NASA, State, and Commerce on quest·ions related to 
provid:ing a communications .satelJite capabi:lity to the Peoples Republic 
O·f China--the Hmlts of techno logy transfer are .a key Issue. 

:Discuss ;Jon w.i th Sen a tor Stennis : On Wednesday I ta 1 ked to John Stennis 
about the normalization of relations with Ch.ina. He feels· tha.t normali­
zation was inevitable and with some exceptions will be accepted by the 
public. Rega·rding SALT, he believes verification Is key, and said we 
must be very careful to leave no uncovered questions about the strategic 
balance. He also sa.id that he did not anticipate serious difficulties 
in confirmatl·on of General Seignlous .• 

Accelerated :Deliveries to Yemen: Following up on your dl,scusslon wf:th 
Al Hafg concerning military sales to the Yemeni Arab RepubHc, P:resident 
Salih ofYemen has asked for expedited deHvery of tanks and aircraft. 
As you may recall, King Khalld' of Saudi Arabia has agreed to pay for a 
program of 12 F-Ss, 2 C-130s, 64 M60 tanks, and 100 armored personnel: 
carrl.e·rs for Yemen. I have taken action to shorten the deHvery times 
by diverting tanks from production for U.S. Army stocks and ~lvertlng 
8 F-5Es and 50 Mll3 APCs from other customers. Saudi Arabia also will 
transfe·r 4 F-5Bs and 50 APCs from its ·own stocks; the C-130s are avail­
able through commercial purchase. I am establishing an Office of Military 
Coopera.tlon In .~emen to 111anage the accelerated delivery. 

Charles and I join in wishing you and your family a holiday season 
fi lied with joy and peace. 
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December 22, 1978 

DEPARTMENT OF AGRICULTURE 
OF·I'"iCE OF THE SECRETARY 

WASHINGT-ON, D. C. 20250 

MEMORANDUM TO THE PRESIDENT 

THROUGH Rick Hutcheson 
Staff Secretary 

SUBJECT: Weekly Report 

c 

CATTLE. While the number of catUe on feed on December 1 remains about 
9 percent above a yea.r ago, p 1 a cements during November again fe 11 short 
of year-earlier levels. Net placements for the 7 major feeding States 
in October and November combined were 7 percent below last year. If 
thi:s lower rate of placements occurred in the other States, and if 
placements do not pick up in December, fed slaughter would run a little 
below USDA forecasts and prices slightly above during the first half of 
1979. In vi:ew of continuing large inventories in feed lots, the impact 
of slowing placemer:~ts would be primarily felt in the second quarter. 

ISA MEMBERSHIP FILING DEADLINE. ISO sources .report th.at the fi 1 ing .peri.od 
for countries seeking to jo1n t'tle International Sugar Agreemer:~t (JSA) has 
been extended to June 30, 1979, to a·llow the add'itional time for 10 
exporters and six importers, which are not presently signatories to the 
1977 agreement, to ratify it. Neither the U.S. nor the European Economic 
Communi'ty are members. 

HIGHER AUSTRALIAN WHEAT CROP EXPECTED. lhe Australian wheat crop may 
reach 15.4 million tons, with· record harvests i'n Queensland and' Western 
Australia. Barl•ey a·nd oats harvests are a.ls.o expected to set records. 
Large ·wheat and feed grain crops, however, are expected' to stra·in handling 
and transportation facilities., with consequent danger of some crop deteri­
oration due to weather. 

LETTUCE. Following a report of tobacco budworm i·nfestation there has been 
a number of conflicting accounts in the news medi:a that there was a 25 
percent loss in the total Imperial Valley of Californi.a lettuce crop -­
actually tt involved less than 10,000 acres and losses in some fields 
reached 25 percent. The budworm infestation has been brought under control 
and the current crop is of excellent quality with a small increase in 
acreage. Barrir:~g a prolonged de·lay i·n harvest which is currently being 
hampered by rain, the lettuce supply is expected to be adequate. 

Electrostatic Copy Made 
for Preservation Purposes 



.... 

To T:he President Page 2 

HITCHHIKING INSECTS. The World Health Organization (WHO} has contacted 
the USDA Chemical and Biophysical Control Laboratory concerning a report 
from Qantas Airlines that heavy spraying of a 2% d-phenothrin solution 
in 747 a·ircra·ft. (to dtsinsect or remove hitchhiktng insects} resulting 
in the clogging of fans wh·ich cool electronic components and duct w.o~k. 
As a result, seizure of th.e fans has occt~rred and maintenance and repair 
costs ha·ve increased. No. other air 1 ine has reported this prob l>em. 
Discussions a're going on with Australi.an officials .about possible 
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EXECUTIVE OFF,ICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, o.c. 20503 

January 2, 1979 

MEMORANDUM FOR: 'THE PRESIDENT 

FROM: 

SUBJECT: 

Jim Mcintyre, J~-,~~ 
Stu Eize:n,stat 4 
Disability Reform 

We and Secretary Califano are in agreeme:nt on a major 
portion of the proposed change; that workers should 
generally receive :no more in disability benefits than in 
prior earnings. There is still some disagreement, however, 
about further tightening of the limits on maximum disability 
benefits to be received by any one family. We will be 
wor.ki:ng to devise the pl:'og,rammatically and politically best 
course of action within the next two weeks. Meanwhile, we 
will carry a $60 million outlay saving in the 1980 budget, 
which is the. minimum which would be realized. That amount 
more than offsets the $38 million in work incentive benefit 
increases which would also be a part of the Disability Reform 
proposal. 
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THE WHITE HOUSE 

WASHINGTON 

1/2/79 

Chairrnan_Campbell 
Stu Eizenstat 
Bob Lipshutz 
Jim. Mcintyre 
Charlie Schultze 
Alfred Kahn 

The attached was returned in the 
President ''s outbox tod'ay and is 
forwarded to you for your infonnation. 

The signed original has been given 
to Bob Linder for appropriateacti6n. 

· Rick Eutcheson 

cc: Bob Linder 
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EXECUTIVE O.FFICE OF THE PRESI:DENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

DEC 2? 1978 

.MEMORANDUM FOR: THE PRESIDENT i/1 ,_ 
FRO.i\1: .. JAMES T •. MciNTYRE., JR! .. ~:?4~ _ 

SUBJECT: Federal Pay and the Anti-inflation Program 

In a memorandum to you dated November 20 (Tab B)· the' Chair­
man, Civil Service Commiss·ion has pointed out that there 
are· several groups of Federal employees who are not covered 
by the restraints you have placed on Federal-pay. These 
groups, totaling. some 100 1 000 w·orkers, are under a number 
of different single-agency pay sys·tems 1 with varying degrees 
of administrative discretion involved in pay se.tting... · 

In order to-restrain pay increases for these workers to the 
maximum extent permitted-by law, Chairman Campbell recom­
mends that you si.gn an Executive order reflecting your· . 

.... determination that it would be ·inconsistent with the public 
interest for any categ.ory of Federal pay rates to be in­
creased by illOre than 5. 5 percent during fis9al year 19 79. 
He expresses doubt that this app:roach can withstand court 
challenges with respect to all of the affected .. groups, but . 
neverthe·less believes that this approach is worth- trying. 
The Department of De·fense, supports _his recom1nendation._ .... 

OMB agrees fully \'With Chairman Campbell except that we be-­
lieve that the appropriate form of action is a memorandum to. 
the heads of agencies rather than an Executive-order. The 
admini·strative discretion to restrain these increases is 
vested in the agency heads. The direct exercise of-that 
authority by the President would raise an additional .legal· 
issue which can be avoided by the use of a memorandum. · We 
have therefore· recast Chairman Campbell's -drc:tft Executive 
order in the form of a Presidential memorandum to heads of 
Executive departments and agencies.. (Tab. A.) 

In this memorandum we have allowed minimum exceptions from the 
5. 5 percent increase po.licy although we know that rare excep-
tions may surface involving sma·ll categories of employees · 

' .. . ·.·: . .. . · -~~'-
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such as scientists or actuaries for whom recruitment is 
essential. Unless you object, we will tell Scotty Campbell 
privately that he has your authority to make t~ese rare ·ex­
ceptions as part of the assistance he is to give ag.encies 
in complying with the policy. 

Reconunend you sign the memor.andum at Tab A. 

Attachments 

/ 



THE WHITE HOUS'E 

WASHINGTON 

MEMORANDUM. :FOR THE HEADS OF 

EXECUTIVE DEPARTMENTS AND AGENCI·ES. 

SQBJECT: Federal Pay and the Anti-inflation Program 

The success of our an.ti-inflation effort is critical to the 
economic well-'being of t'he nation. To achieve this success, 
it is vital that the Government, in managing its own affairs, 
j:oin with the rest of the nation in a positive commitment to 
reducing infla.tionary pressures. Accordingly, I have deter­
mined that it would be inconsistent with the public interest 
for any category of :Federal pay rates to be increased by more 
·than 5. 5 percent durlng fiscal year 1979. 

T.o this end, this Adm·inls·tration and the Congress have frozen 
. ,, Federal executive pay altogether, and have placed a 5. 5 percent 

ceiling on pay increases for most Federal workers·-- those 
under the General Schedule and relat.ed . pay systems, the Diem­
be·rs of t'he uniformed services, and most Federal wage employees. 

Howe·ver, t'here are substantial numbers of nonappropriated fund 
employees and other workers employed by entities of the Federal 
Gove.rnment who ara not covered by these Government-uide a·ction·s, 
since they are under a variety of relatively small pay sys·tems 
over which you have pay se·tting authority. In order to ensure 
that proposed .pay increases for other pay syst·ems do not exceed 
the maximums for Federal pay that the Congress and I have set, 
t:he policy of this Administration is: 

In the .public interest to control inflation, each 
O·fficer or employee in the executive ·branch who has 
administrative autnor:ity to set rates of pay for any 
Federal officers or employees should exercise such 
authority, to the extent permissible under law, treaty, 
or int·ernational agreement, in such a way as to en­
sure that no rate of pay for any category of officers 
or employe.es is in.areased mor.e than 5 • 5 percent during 
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fiscal year 1979. Specifically excluded from this 
_l~mi tat ion are r.ates of pay for ·foreign nationals 
authorized und.er the Foreign Service Act of 1946 as 
amended (22 U.S.C. 889) arid increases in rates of pay 
to implement the minimum wage provisions of the Fair 
Labor Standards Act of 1938, as amended, as authorized 
under cur~ent agency policies. 

~ 

The Chairman of the Civil Service Commission, until January 1, 
1979, arid the Director of the Office of Personnel Management, 
on and after J.a:nuary 1, 1979, will provide you with any further 
advice or assistance you may need in complying with this policy. 



UNITED STATES :CIVIL SERVICE COMM•ISSION 

WASHINGTON, D;C. 20415 

:CHAIRMAN NOV .2·0 1978 

... ,, 

MEMORANDUM FOR THE PRESIDENT 

SUBJ·ECT: Federal ·Pay and the 
Anti-inflation Program 

You have made it very clear .that the F.ederal Government has. a special 
responsibility, in the management of its own affairs, to lead the anti­
inflation ·effort. The Government has provided an example to the rest of 
the economy by the restraints you have placed on Federal pay: Top 
Federalofficial.s have foregone.any pay increase at all, and· the military 
and the great majority of Federal civilian workers (other than the Postal 
Service) have been limited to 5.5 percent increases • 

We are concerned, however, that there are several sizeable groups of 
F,ederal employees who are not covered by any of the actions that have 
been taken up to the present. If these employees :receive pay increases 
of more than 5.5 percent, it will be both unfair.to the workers who have 
been covered and d~g~g to the credibility of the anti-inflation effort 
as a whole. 

The groups not ·yet cover.ed-numbering perhaps 100·, 000 workers--fall into 
a variety of categories. Some are white-collar workers who are paid under 
different single-agency pay systems, with·varying degrees of administrative 
discretion involved in pay setting. Others are blue-collar workers, 
including some who negotiate wages (such as at Tennessee Valley Authority), 
and some who are covered .under a.special pay system for nonappropriated 
fund activities (principally .in the Department of Defense). · 

Pay setting for a few of these groups is frankly beyond reach without 
legislation, ·but we believe that most of the remaining employees could be 
iimited.to 5.5.percent pay increases by Presidential action. This could 
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be done through an Executive order, which would (1) direct all executive 
branch pay-sett·ing offic:Lals to limit administrative pay increases 
to 5.5 percent, to the extent it is legally permissible for them to 

··do so, and (2) determine that the public interest requires that thos-e 
Federal blue-collar workers who are no-t already subjiect to the 
5. 5 percent li:llt .be brought unde:r that limit. The Civil SerV:ice 
Commission (Off-ice of Personnel Management after January 1) could 
be designated to -administer this p-rogram. 

We must po:int out that there is some question a~ to whether this sor-t 
of administrative pay limitation will ultimately be able to withstand 
challenges in -the courts, at least in the case of some of the affected 
groups of workers, since the law r.equires that their pay be set "as 
nearly a:s is consistent with the public interest in accordance with 
pr.evail:J:pg rates." While we believe that .a departure from =prevailing 
rates is permissible upon a Presidential finding that the public 
interest so-requires, such a use of this clause has never been-tested 

-in the.courts. 

While the ultimate success of this proposed action is, therefore, not 
·certain, we believe it is well worth trying, because o-f the support 
it will .lend to the anti-inflation effort and because it will lessen 
inequities among Federal workers. Therefore, we recommend that you 
take this ac:t:ion.to limit Federal pay increases. The Department of 
Defense w~~ -=-'""·~·l.oys most -of the affected workers, stro11gly supports 
this r_ecommen<iar±on.. 

A draf:t Executive order to accomplish the reconunen:dation is attached. 

cc: The Attorney General 
The Director of the Office of 

Management and Budget 
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MEMORANDUM FOR 

FROM 

SUBJEC.T: 

THE WHI'TE HOU'SE 

WASHINGTON 

December 2i, 1978 

THE PRESIDENT 

STU EIZENSTAT ~ 
KATHY FLETCHER 

Letter to Conservation Community 

In response to your request at a meeting with environ­
mental leaders last May, the conservation community has 
joined together :j.n seBding you two memoranda signed.by 
more than 8'0 organizations. Many of the iss\:les they 
raised were matters of ongoing work on which we and 
other Administration officials were cons\:llting closely 
with environmental leaders. 

Now that the Congress has adjourned, we recommend that 
you personally respond to these memoranda.. A dra'ft 
l.e.tter is attached. We will be working with the 
scheduling office 011 fHture meetings with ·the environ­
mental community. We anticipate that these groups 
will also be sending you additional memoranda in the 
future. 

We have also drafted a short note from you to Dick 
Frank, Administrator of NOAA, urging him to pursue 
vigorously whale preservation efforts on behalf of the 
United States. 

Attachment 

(TWO SIGNATURES REQUE8TED) 
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THE WHITE. HOLiSE 

WASHINGTON 

FOR THE RECORD: 

THE ATTACHED LETTER WAS GIVEN TO 
BOB LINDER FOR DA'l'TNG AND MAILING. 

1/2/79 



THE: VVHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE ADHINISTRATOR, 

NATIONAL OCEANIC AND ATMOSPHERIC ADJ111INISTRATION 

I know that you have worked hard to resolve the difficult 
controversies that have arisen over whaling issues and 
that you have been in close contact with the environmental 
community. 

As you know, I am personally committed to the preservation 
of the great whales. I urge that yob continue to exert 
vigorous leadership on behalf of the United States in the 
worldltlide efforts to save these magnificent and highly 
intelligent creatures. 



THE WHITE HOUSE 

WASHINGTON 

To Brock Evans 

I want to extend through you, in your role as convenor of 
the Conservation Community, my deep appreciation to all 
of the organizations of the Community for making such an 
important contribution to helping to sustain my veto of 
the public works authorization bill. Your efforts were 
a key part of the broad-based ci tize.n effort that opposed 
the bill as originally passed. I also appreciate your 
strong support of other important Administration ini tia­
ti ves aimed at improving the Nation's environ;ncnt, such 
as the amendments to the Outer Continental Shelf Lands 
Act and the actions to protect Alaska lands. 

Thank you for sending me your thoughtful letters. They 
help me to keep informed about important environmental 
issues. 

In light of your interest in and comments about the Solar 
Domestic Policy Review, I have asked my staff to work 
closely with you. No recommendations have yet reached 
my desk, but before I make final decisions I would value 
the opportunity to receive detailed comments from you and 
other proponents of accelerated solar energy development. 

You also expressed concern with the regulatory analysis 
program. Two actions that I have taken are responsive to 
your concerns. A new Regulatory Council, comprised of the 
regulatory agencies~ such as EPA and OSHA, will provide 
basic information on what regulations should be reviewed. 
In its first year the Council will be chaired by Doug Castle, 
Administrator of the Environmental Protection Agency. The· 
Council on Environmental Quality has been appointed as an 
adviser to the Regulatory Analysis Review Group. I arn 
determined that regulations meet environmental goals in. 
the most cost-.effective way. I believe we can achieve our 
environmental objectives while assuring that regulations 
are fair and efficient. 
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Another issue you raised involved the Administration's 
actions to protect whales. Since you wrote me, Dick Frank, 
Administrator of the National Oceanic and Atmospheric 
Administration, has consulted closely with those concerned 
about whale conservation. As you know, I am personally 
committed to protecting the world's whales. I have asked 
Dick Frank to continue his efforts to achieve our preser­
vation objectives. 

Many of the issues raised in your letters involved 
legislative matters which v1ere pending before Congress. 
Although we could not achieve all that we had hoped for 
and compromises were necessary in some cases, I believe 
that the Administration's legislative environmental 
achievements in the 95th Congress were significant. 

I consider environmental protection to be a major 
Administration priority. Although, as we discussed 
when I met with you in May, I cannot adopt every posi­
~ion you advocate, I will always seriously consider 
your views. I hope you will continue to inform me about 
your major concerns. 

Mr. Brock Evans 
Chai.rman 
Natural Resources Council 
Post Office Box 20 
Tracy's Landing, Maryland 

Sincerely, 

of America 

20869 



TO: · The President 
FROM:. ~- The Conservation Community 
DATE: October 13,. 1978 . 

; ,, 

· Mr. · Pr~sident: 

We wish to thank you ~or some recent actions of your Administration, including your continuing 
strong interest in protecting Alaska lands, your successful efforts to secure a strong outer . . . 

continental shelf bill, and your veto of the public works projects bill. 

This. is the second response of the conservation community to your invitation of last May that 
we send.you a Short memo at regular intervals alerting you to specific and timely issues that 
require . your . personal attention, and where your intervention can make a decisive difference. 
In this JilemOr.!!ndum, as in the first one, you have the consensus opinion of the undersigned 
organizatiOns that the named . issues are . of great importance to us all. · 

Since as .·of . this writing . we have not received a response .. to issues raised in our. August. 15 
memo, we wish to reaffirm Olir views on those not yet acted on, including lobby reform 
legislation, highway .legislation, wildlife legislation, and the "anti-inflation regulatory 
review" process.. A copy .of the Augus~ 15 memo is attached. 

We now wish to bring the following additioual subjects to your attention: 

, 1. ·:Domestic Review of Solar .Energy• In mid-September. the Domestic Policy Review of Solar 
Energy, which you initiated on Sun Day, released an interim ~'Status Report." Before the final 
''Response Memorandum" is sent to you in late October, we ilrge you to instruct your staff to 
assure that:: . (1) all of the solar scenarios examined by the DPR, including the "techliical 
limits case," are pre$entecl fully in the ''Response Memorandum;" (2) the social and economic 
impacts for· each· scenario, particularly the environmental consequences, are. fully portrayed; 
and . (3) · in . the·. evaluation . of . solar energy, past . and · existing . federal subsidies given to 
non ... renewable . energy . resources · are exPlic:J.:tly rec:ogn~ed, and options are presented t:o remove 
or compensate. for these competing subsidies. 

Because of the extreme1 importance of solar policy, a group . of environmental and solar leaders 
would like . to meet with you. to discuss . the ''Response Memorandum" before you make a final 
decision on . its recommendations. Can you. schedule auch a meeting? 

2. · :·Coastal ·Zone.· RegUlations. · . NOAA is currently considering . the content . of federal 
. r_egulations . to · implement the Coastal . Zone Management Act. ·· It has the discretion to require 
states to protect critical coastal resources, a .necessity for good resource protection. Since 
NOAA has not yet decided what to do, we urge you to direct them to. make sure that states will 
act to preserve·critical.coastal.resourees in.their coastal management plans • 

. 3. · Clean·Air: <New·source<Performance Stmdards. · EPA is now considering vital regulations 
for neW coal.;..fired power . plants, ·.but indications are they will not complete the process for 
siX more months;, even though they have the technical capability to decide muCh sooner. We 
feel it is vital that the fiDal regulations be decided by December 11 1978 • before the beginning 
of the next Congress. We fear that delay into next: .year will cause enormous political · 
pressure to be bro_ught to bear. and may result . in a. reopening. of the· Clean Air Act. We urge 
you to direct EPA to .complete its review &Del make a final decision by December 1978. 

4. Beaufort :sea •. We fear that a major ecological disaster is in the making in the Beaufort 
Sea.· In· spite of the fact that development .·technology for such a harsh environment is 
unproven, both the State .of Alaska and the Departme11t of Interior are planning .off-shore oil 
leasing this month and early next year, respectively. We urge you to direct the Department of 
Interior . to suspend its own leasi:ng pr:ogram there and to oppose the state program untU full 
baselilie studies are cODlpleted, marine sanctuaries designated, more research is done on the 
_special problema of oil in. the arctic marine enviromnent, and the .necessary development 
. technology is proven. 

5. · Wildlife Le$1Slation. · In addition. to. reaffirming our previous statements on the 
Endangered Species Act and Non-Game Funding I:egislation, we ·urge your support for continuing 
authorization . ancl funding for . the Endangered Species . Act . beyond this fiscal year. . The 
situation .of .the no~game funding legislation is particularly critical, and we urge you to 
·immediately order·. the Office . of Management and Budget· and to ask the Speaker . of . the Bouse to 
advance thiS noncontr0versial legislation promptly in the closing days· of this Congress. More 
than 260 organizations support . this bill. 

6. · Water PolicY; ltefOPn•. We believe your action on several . key water issues wUl determine 
whether your annoUnced water policy reforms will be :effective or stillborn. We are pleased 
that .you have .vetoed the public works appropriations bill, and that we were able. to help in 
sustaining that veto-a. great victory for your administration. · 



. '· 
The· President -2- October .13, 1978 

The ''Water Resources DevelopmeD,t Act of 1978" also contains a number of direct and intentional 
assaults on you:r water policy reforms, and we stro_ngly urge you to veto it. Finally, the 
specifics of some of the compromises being considered by.Secretary Adams on the waterway user 
charge concern us. We urge that the Administration stand firm. 

7. · Whales.. We appreciate your personal commitment to whale conservation, and efforts to 
achi.eve a ten-year moratorium on commercial whale killing •. But we are disappointed that the 
U.S.' has recently abandoned its world leadership position of trying to reduce or stop 
commercial whaling. We urge you to instruct our nation's Whaling commissioner, Richard Frank, 

. to renew this country' E! former . efforts to conserve the endangered great whales. One of the 
' major problems in the current situation is a lack . of adequate reliable data on Which to base 

management decisions, since most of the data used to set quotas by the International Whaling 
Commission's Scientific Committee is provided by . the Japanese whaling industry. It is · 
essential that this information base be strengthened by more data from independent sightings 
and other sources, by the addition of independent scientists to the Scientific Co121Dl.ittee, by 
unbiased evaluation of the data collected, and by better methods of utilizing independent 
observers. The up-coming International Whaling Commission meeting in December provides an 
opportunity to move toward realization of these goals if our delegation reasserts its 
leadership position. · · 

America the Beautiful Fund 
American Camping Association 
American Cetacean Society 
American Committee for lnternational 
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American Conservation Association 
American Forestry Association 
American Horse Protection Association, Inc. 
American Institute of Biological Sciences 
American Littoral Society 
American Rivers Conservation Council 
American Scenic & Historic 

Preservation Society 
American Society of Ichthyologists 

and Herpetologists · 
American Society of Landscape Architects 
American Water Resources Association 
Animal Protection Institute of America 
Animal Welfare Institute 
Appalachian Trail Conference 
Arctic Institute of North America 
Association of Interpretive Naturalists 
Brooks Bird Club, Inc. 
Boone and Crockett Club 
Camp Fire Club of America 
Camp Fire Girls, Inc. 
Conservation Education Association 
Concern, Inc. 

.Conservation & Research Foundation, Inc. 
J. N. "Ding" Darling Foundation 
Defenders of Wildlife 
Environmental Action 
Environmental Defense Fund, Inc. 
Environmental Law Institute 
Environmental Policy Center 
Federation.of.Western.Outdoor Clubs 
Friends .of Animals~. Iilc. 
Friends of the Earth 
Fund £:or Animals, Inc. 
Garden Club of America 
General Federation of Women's:Clubs 
Girl Scouts of the u .. s. 
Humane Society .of the U~S. 
International Association.of 

Fish and Wildlife ~encies 

Respectfully, BROCK EVANS 
Convener·. of the Conservation Community 
330 Pennsylvania Ave., SE 547-1141 

Inter~tic)nill.- Bird ·Re~!:ue<~~esearch C.mter, Inc. 
Internid.onal- Primate Protecti()n ·teague · 
Izaak Walton League of America 
John MUir Institute for 

Environmental Studies 
Keep America Beautiful 
League of Conservation Voters 
League of Women Voters 
Max McGraw Wildlife Fund 
Moniter, Inc. 
National Association of 

Conservation Districts 
National Association of State Foresters 
National Audubon Society 
National Coalition for Marine 

Conservation, Inc. 
National Recreation and Park.Association 
National Rifle Association 
Natural Resoq.rces.Defense Council 
National Speleological Society, Inc. 
National Water Resources Association 
National Watershed Cong. 
National Wildlife Federation 
North American Wildlife Fou:ndation 
National Wildlife Refuge Association 
North American Wolf Society 
Outdoor Writers Association of America 
Project Jonah 
Rachel Carson Trust for the 

Living Environment 
Raptot Research Fund 
Rare Animal Relief Effort 
Saint Hubert Society of America, Inc. 
Society for Range Management 
Solar Lobby · · 
Sport Fishing Institute 
The· Sierra Club 
The Wilderness Society 
The Wildlife Soci~ty 
·Trout Unlimited 
Urban Environment ·con£. 
Wild Horse Organized Assistance, Inc. 
Wildlife Management Institute 
World Wildlife Fund 
Zero Population Growth 
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. ·"' 'IO: 'Ihe Presid~t-

'FROM: ~'Ihe COnservat-ion CODIDiUDity 
DA'IE:., . ·october 13 • 1978 _ 

Hr • President: 

We wish to . thank you for some. recent. actions of your Administration, ~c:lud~ your continuing 
str()Dg :Interest in protecting Alaska lands, your successful efforts to secure a strong outer · 
continental shelf bill, and your veto of the public works projects bUl. 

. This is the seeond . response of the couservatiou C:OIIIDII.illity to your invitation ot last MaY that 
we send .you a short memo lit regular intervals alert~g you to specific and timely iSsues that 

· . require your. personal . attention, and where your intervention ean make a cleeisive cliffcence. 
In tlrl.s meDJOranctum, ~ :in the first one, you bave the consensus opinion of the undersigned 

· C)rganizatiolla . that . the Damed issues are of. great importaDce to us all. · 

Since as .of this writing we bave aot received a .response to issues rai$ed :ln our August 15 
memo, we wish to reaffil:m our views on those not yet acted on, :including lobby refom 
.l;egislatioil, ~y ·l:egislat:l.on, wildlife ·legislation, and.tlle "anti_;iuflation.regu1atory 
. ~:eview" process. A c()py of . the · ~st .15 .memo is attached • 

. We now wish. to br~ . the follo~ adclitio~ subjects to your attent-ion: 

.. 1. · :D.omestic ·:Review·of. Solat: ·Eiiet:gy. In Dlict ... september. the DOIIcleS~ic Policy Review of Solar 
Energy, whiCh you Wtt.tecl OJi S~ Day, released an interim 11Status Report." Before the final 
•'l8sponse Memorandum". is sent to you ::f.tl late October, we ~ge you to instruct your staff to 

. assure . that: . (1) . all . of . the . solar . scenarios examined by . the DPR, inclwling . the "technical 
Umits case, n ate presented . fullY in the "Response Memorandum;" (2) the social. and economic 
impact$ . for· each . sceJJ;&riC), particularly . the enviromli.ental. consequences, are fully portrayed; 
and (3) in the .evaluation of solar energy, past and existing federal subsid:le$ given to 

.non-renewable eneriY . resources ·are exPlicitly recognized, ·and options ·are pres.ented to remove 
·or compensate for. these. C::ompe~ subsidies. · 

.. Because . of . the extreme; importance . of . solar . policy, a group . of enviromnental and solar leade.rs 
. would like . to . meet wi~ ·.you to tis cuss . the · ·~pou,se .Memorandum" . before you make a f:tual 
deeision on. its . reeo1111118Ddations. ·Can you • schedule such a meeting'l 

2 •. · :·CoutU :Zone.· l.egU].atioils-. • BOAA :Is . currently consider~ . the content . of federal 
regJ,tlatioils to · illiple1118nt .tb,e Coastal Zone Management Act. · It bas the discretion to require 
. states . to ·protect eritieal. coastal . resources,' a necessity fo~ good resource protection,. S1nce 
.NOAA has 1101: yet .decided w)lat to do, we urge you to direet them to make sure that states will 
.act to ·preserve ·critical coastal.resources ii:l.their coastal D18J18.8ement .pl.aDs. 

3., · :Clean .. Air: · :1few·souee:Performanee·standat:ds. EPA ~ now cousideriD.g Vital regulations 
for new coa1-fired power plants, .but. iiidications ·are they W1l1 not. ccnaplete the process for 
siX mre months, .even·. though they· bave .the .te~c.al cap~bili,ty to decide much sooner. We 
feel. it . is vital that . the final regulations be decided by December, 1978 • before tbe beginning 
of the . ~t . Congress. We fear . tliat delay into .. next year will cause enormous political · 
pressure to be br~ught. to .bear and may result :ln a reopeni:D3 of the Clean Air Ac.t. We ~ae 

. you to direct ·EPA to . complete its review and make a final cleeisiou by December 1978. 

4 •. :Beaufot:t :sea. We fear. that a major ecological disaster is in the mald:ng ill the :Beaufort 
. Sea. · In spite . of . the faet . that develop~t .·tec:lmo~ogy for . such a harsh enviromaent is 
1Jilproven, both .the· State .of .AJ.aska and the Department of Interior are plam:f:ng off-shore oil 
leasing this month and early next . year, . respectively. We urge you to direct the Department of 
Interior to .. suspend .its own .leas~ · Fogram . there and . to oppose . the state program. ua.til full 
baseline . studies ·are completed, JDar:f.ne ~ctuar1es cles_1gnated, .more research 1s done on the 
special problems . of oil :in . the arctic marine envir01Dilt!Dt1 and . the 118Ce&Sary development 
tec:lmol;ogy . is proven. 

s. · .·wildlife :Legislation. · In addition. to . reaffirming our previous . statements on the 
Enda:ntered Spec-ies Act and Bon-Game P'uncl.:f:ns l:egislation, we urge your support for coatinuiD.g 
authorization and.funding.for the Endangered Specie& Act beyon4 this fiscal year. The 
situation of . the . no~game . fundiD.g .l:egislatiQn is particUlarly ·critical, and . we urge you to 
immediately order the Office of Management and B~get and to ask the Speaker of th~ House to 
advance . thiS noncontroversial ~gislat~n promptly in .. the . closing days . of thiS . COngress. Mor~ 
than 260 ~rganizations support . this bill. 

6. ·'Water Policy ·aeform. · We believ~ your actioD. on several key water issues will determ:lne 
wh•th•1' . your ar:liioUn.eed water . policy . reforms will . be . effective Qr stillborn. We are pleased 
that you have .vetoed. the publie .works appropriations bill. and that we were able to .help in 
sustaining that veto--~ great victcry for your administration. · 



'J:he. Presiden~ -2- .October .'i3, 1978 

(· 
... . 

~ "Water Resources Development 'Act of 1978" also contains a number of direct and inte11tional 
assaUlts on your water policy refo~s, and we str~ngly urge-you to veto i~. Finally, the 
specif~cs of some of . the ~ompromises be.i:ng cousidere4 by . Secretary Adams on the waterway user 
cha:rge concern us. We urge that the Administr•tio~. stand firm. 

7 •. Whales.· We appreciate your personal commitment -=o whale conservation, and .efforts to 
achieve a ten-year moratorium on commercial. whale ldlling. But we are disappointed that the 
U.S. has recently abandoned its world l~dersh~p position of trying to reduce or stop · 
commercial whaling. We U:X'&e you to instruct our nation's whaJ.iD8 cODIIIlissioner, Richard Frank, 
to renew this country's former efforts to conserve the enc!ange.re:d gl:eat whales. One of the 
major problems· in the current situation is a lack of adequate reliable data on which to base 
~gem.ent decisions, since most of the data used to set quotas by the International Whaling 
Commission's Scieiltific ComJilittee is provided by the Japanese wbali:ng industry. It is · 
essential that . this information base be str~gthened ~Y more data from independent s.ightings 
and . other sources, . by . the addition . of independent scientists to the . Scientific Committee, by 
unbiased evaluation of .the data collected, and by better methods of .util.1.z:lng independent 
observers. . . The up-cOlldhg International Whaling Com:mission meeting in December provides an 
opportunity. to move toward realization of these goals if our delegation reasserts its 
leadership position. · · 

.America the Beautiful Fund 
American Camping Association 
American Cetacean Society 
American COIDDiittee for Inte~tiollSJ. 

Conservation 
American Couservatio~ Association 
Am.ed.ean Forestry Association 
American Horse Protection Association, Inc. 
American Institute . of Biological Sciences 
American Littoral Society · 
American Rivers Conservation Council 
Ame.rican.Scenie & Histo:r:ic 

Preservation Society 
American Society .of Ichthyol:ogists 

and Berpeto~ogists 
American Society of Landscape Architects 
American Water Resource& Association 
Animal Protection Institute of America 
Animal Welfare Institute 
Appalaehian Trail Conference 
Arctic lnstitute of North America 
Associatio~ of Interpretive Naturalists 
Brooks Bird Club, Inc o 

Boone . and ·Crockett . Club 
Camp Fire Club of America 
Camp Fire Girls, Inc. 
Conservation-Education Association 
Concern, Inc o 

Conse~tion & . Research Foundation, Inc. 
J. N. "Di:D.g11 Darling. FoundatiOn 
Defenders· of Wildlife· 
Environmental Action 
Enviromnental Defense FUnd, Inc;. 
Env~tal Law Institute 
Environmental. Policy . Ceilte:r 
Federation of.Western Outdoor Clubs 
Friends of An:lmals, Inc. 
Friends . of the Earth 
Fund for AJiimals 1 Inc. 
Garden Club of America 
General Federation.of W01i1en's.Cl\ibs 
Girl Scouts·. of the U. s. 
~e Society of the U.S. 
international Association.of 

Fis~ and Wildlife .Ageneies 

., 

lespectfully, BROCK EVANS 
Convener ·.of the Conservation CODUIIIlnity 

. 330 Peuusylvania Ave., SE . 547-1141 
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WASHINGTON 
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The attached. was returned in 
the President's outbox today 
and is forwarded to you for 
appropriate handling. 

Rick Hutcheson 
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c. --·ADMINISTRATIVELY CONFIDENTIAL 

THE WHITE HOUSE 

WASHINGTON 

October 18, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bob Lipshu·tz (~ 4-
SUBJECT: .Pos·sible OPEC Price Increases 

I would like to pass on the following ideas which you might 
wish to have studied by those with proper background, so that 
you would perhaps have additional options available in case 
all negotiations to prevent a new oLl price increase should 
fail. 

Should OPEC decide upon a price increase, the United States 
could refuse to permit imports at the higher prices from any­
one; if this is not permiss.ible under current law, I believe 
there is a g,ood chance that Congress would agree W·ith you if 
you made ·such a request· for. that author.i ty. 

At the same time, under present authority, you could impose 
gas rationing. 

By taking these two steps concurrently, there could be some 
very des,irable effects: 

1. It would demonstrate dramatically, and hopefully 
·effectively, how seriously we consider the economic 
impact of spirali.ng· oil prices on inflation and on our 
trade imbalance. ' 

2. It would demonstrate quite clearly to the American 
people the seriousness of our energy problem. 

Further, I suggest that the Justice Department explore every 
possible way to institute anti'-trust action which at least 
would have an effect upon the price of oil and its related 
products within the United States. 

Whether or not you ever employ ariy of the above ideas, I think 
it would be extremely valuable to prepare for such bptional 
courses of action~ 

ADMINISTRATIVELY CONFIDENTIAL 
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THE WHITE HOUSE 

WASHINGTON 

December 20, 1978 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR THE PRESIDEN,T 

FROM: 

RE.: 

BOB LIPSHUTZ 1(1-1-
0PEC Price Increases 

A little more than a year ago I sent you the attached 
memorandum, which you acknowledged. Fortunately, at that 
time it was not necessary to consider taking any of these 
possible courses of action, because OPEC did not incr·ea.se 
their prices of oil. 

However, in view of this most recent action taken by OPEC, 
I wish to again call to your attention these possibilities. 

I do not know if you have requested the Justice Department 
to research the law relative to these ideas, or if perhaps 
the Department has done so even without being specifically 
requested to do so by you. 

Should you deem it advisable to study these options, I 
will be glad to wor.k with the Justice Department relative 
to the legal aspects. Plea'se advise if you wish me to do 
so. 

Electrostatic Copy Made 
for Preservation Purposes 
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Bob Lipshutz 
.The attached was returned in 
the President's outbox today 
and is forwarded to you for 
your information. The signed 
original has been given to -
Bob Linder for appropriate 
handling. 

Rick Hutcheson 

cc: Bob Linder 

·: : ~ 

• -! 

1 
} 
; 
; 
j 
i 
I 
i 
~-
-j 

' -, 
-~. 



I· 
,, 

I 

MEMORANDUM 

FROM: 

RE.: 

THE WHITE HOUSE 

WAS HI N·GTON 

December 20, 1978 

FOR THE PRESIDENT A_ 

BOB LIPSHUTZ .P<!Jr:r .. 
Proposed Executive Orders: 
(1) Seal for the Office of Administration 
(2) Levels IV and V of the Executive 

Schedule 

(1) ~he first proposed Order establishes a seal for the 
Office of Administration. The design was prepared by the 
Institute of Heraldry. 

.. 

(2) The second attached Order, prepared at the request of 
the Council on Wage and Price Stability and the Department 
of Commerce, would place the position of Couns.elor on Labor 
Manag.ement Relations, Department of Commerce, at Level IV 
and would delete from the Level V list the position of 
Assistant to the Secretary and Land Utilization Adviser, 
Department of the Interior. The Department of Commerce 
plans to d.etail the new position of Counselor of Labor 
Management Relations to CWPS. 

We recommend that you approve both Orders; OMB and Justice 
concur. 

~prove _ _..:;._ Disapprove ---

(TWO SIGNATURES NEEDED) 



. . 

EXECUTIVE ORDER 

SEAL FOR ~HE OFFICE OF ADMINISTRATION 

By the authority vested in me as President by the 

Constitution of the United States of America, it is hereby 

ordered as follows: 

1-101. There is established for ~he Office of 

Administration in the Executive Office of the President 

an official seal described as follows: 

On a blue seal, the Arms of the United States 

proper above the inscripti·on "OFFICE OF ADMINISTRATION," 

in gold raised letters, all within a white border 

edged gold artd inscribed "EXECUTIVE OFFICE OF THE 

PRESIDEN:T OF THE UNITED STATES," in blue raised 

letters. Dark blue suggested by the Seal of the 

President denotes the direct organizational link 

with the Presidential office. 

1-102. The seal shall be of the design which is attached 

hereto and made a part of this Order • 

. . 



~ .... ; 

~· 

.. 

EXECUTIVE ORDER 

LEVELS IV AND V OF THE EXECUTIVE SCHEDULE 

By the authority vested iri me as President of the 
' 

United States of America by Section 5317 of Title 5 of 

the Un~ted States Code, and in order to place the position 

of Counselor on Labor Management Relations, Department of 

Commerce, in level IV of the Executive Schedule, Executive 

Order No. 12076, as amended, is further amended by .deleting 

"Assistant to the Secretary and Land Utilizat.ion Adviser, 

Department of the Interior." from Seqtion l-102{g) and 

inserting "(s) Counselor on Labor Management Relations 1 

Department of Commerce." in alphabetical order in 

Section 1-101 thereof~ 

THE WHITE HOUSE, 
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ADMINISTRATIVELY CONFIDENTIAL 
NOT FOR CIRCULATION 

THE WHITE HOUSE Q,.-/1 Q~ ~~~· 

t::tc/~.d /o WASHINGTON 

December 29 1 1978 

/--t -1~;: 
. .....,........ ... 

MEMORANDUM FOR THE PRESIDENT 

STU E.IZENSTAT s~ ~ 
FROM: 

SUBJECT: Countercyclical Revenue Sharing/ 
Supplemental Fiscal Assistance 

I under·stand that Jim Mcin·tyre now contends you did 
not approve the Countercyclical Revenue Sharing/ 
Supplemental Fiscal Assistance (SUFA) program, at a 
FY 1 80 budget cost of $150 milliol). This is dismaying. 
in light of the following: 

1. At the request of Jim and Bo Cutter we provided 
to OMB a prioritized list o.f add-backs which had been 
arrived at by consultations with your senior staff and 
the Vice President. Included on that list was $150 
million. for the SUFA tier of this prog,ram (Tier 1 would 
be· a countercyclical revenue sharing progr.am which .would 
have a 6. 5% national unemployment trigg.er and would thus 
have no budget cost ·shown since our forecast is for 
6. 2'% unemployment. Tier 2 would be the SUFA prog.ram based 
on the program which passed the Senate last year and was 
brought up in the House at the end of the Ses·sion when 
no quorum was available., but would be much more targeted 
and much less costly -- $150 million vs. $1 billion). 
We collect·i vely recommended this program with the Vice 
President to OMB because our extensive consultations 
indicated that the Mayors fe.lt this was the second most 
importan.t .prog.ram -- after CE.TA -- and for the substantive 
reasons set out in a.ttachment #1. 

2. I met with Jim, Bo, John White and other member.s of 
OMB 1 s s·taff and explained each item on the list including 
this on.e, .well before our meeting with you last Friday. 
I went into d.etail about how this two-tier progxam compared 
to the one we proposed last year, the political importance 
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of proposing it in a lean budget year to help offset 
the political outcry from our key constituents, and 
its importance in showing we still had an interest in 
what was one of the most popular domestic 1.nitiatives 
our urban policy. Without this p.rogram (even in the 
greatly reduced form we proposed) we woulld have effectively 
gutted our own urban policy, given that we also were not 
funding the labor intensive public works prog.ram:, the 
fur~her deferral (until FY '81 or FY '82) of welfare 
reform's fiscal relief, and the reduced level of funding 
for the section 312 housing program from FY '79 and the 
level we explicitly promised in our urban policy. The 
two-tier nature of the proposal was fully explained to OMB. 

3. During the lengthy Friday budget meeting with you 
in your study, I again explained the way the p~ogram would 
work and specifically mentioned the $150 million SUFA tier. 
It was in the add-back sheet !_handed to you (t}:le same one 
OMB had earlier received) . You may remei:nber that I explained 
that we had provided for it within the $2 billion in domestic 
add-backs OMB asked us to provide. I further explained at 
this meeting that this also could be funded out of the 
reduction of $200 million in CETA add-backs resulting from 
the compromise we agreed to in your study (from the higher 
DPS proposal). Indeed it was to fund this SUFA program 
that I also stated during that meeting that I would be 
willing to drop the request for additional section 312 funding 
and funding for the area health centers program (AHEC). 

4. You expressly approved the program at that meeting. 
You even asked how likely it would be for there to be a 
$150 million payout~ I explained it was not likely since 
the program would have difficulty passing Congress. 

5. It was understood by the participants, including the 
Vice President (with the exception of g±m I now learn), 
that you had agreed to it. Bo Cutter has told me he was 
very surprised when Jim told him he did not understand 
that you had agreed to this program. After the meeting, 
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the Vice President and I commented that with your 
add-backs in CETA (though still a 25% cut from the 
current level) and the Countercyclical/SUFA decision, 
we will have blunted a g.ood deal of the criticism 
of our budget -- particularly the growth in the 
de.fense budget in comparison with the domestic budget. 

6. To make certain there were no misunderstandings 
arising from the meeting I wrote a memo to Jim, John 
White and Bo incorporating all of your decisions (see 
attached memo). This was specifically detailed as an 
affirmative decision (see #13). We then went over my 
list in detail at a subsequent meeting with Jim, Bo 
and John White to ensure there were no misunderstandings. 
The only question raised by OMB during that lengthy 
meeting of my list was on your youth jobs decisions. 
We discussed this at some length. They said there was 
just a good faith misunderstanding on the youth jobs 
issue. They never questioned the SUFA decision. 

7. To further show their_understanding of your SUFA 
decision we had a discussion with Jim, Bo and John on 
whether to include any SUFA funds in the FY '79 supplemental 
since it was in our original FY '79 budget request and 
would be in our FY '80 budget submission. Jim's only 
question was whether to include it in the FY '79 supplemental. 

8. When Bo Cutter and Bob Dietsch of OMB did the press 
background session you had suggested I believe SUFA was 
implicitly included as part of the $2 billion add-backs 
mentioned as additions to jobs and "urban" programs. Jack 
Watson and I also (with Bo's prior approval) briefed several 
Mayors about your add-backs to maximize their"political 
value and we explicitly mentioned SUFA. 

9. It was not until a day or two ago that Jim ever raised 
this issue. 

10. Since the date of our meeting with you we have been 
working with Treasury on develop~ng a SUFA proposal to fit 
within the $150 million limit~ as well as on the counter­
cyclical tier. 



ATTACHMENT 1 

JUSTIFICATION FOR SUFA 

-- In many cities, the countercyclical funds 
are the critical aid that prevents layoffs, property 
tax increases and service cutbacks. The layoffs that 
are occ~rring in Newark, Detroit and other cities (see 
attached articles) are precursors of what will happen 
in the most distressed cities. It should be noted that 
most of these layoffs are being blamed on Washington, 
and .. some. of . them (Newark) are being blamed directly on 
the PresJ.dent. 

-- The existing countercyclical program is the most 
targeted program (largest percentage of aid to distressed 
cities-- N.Y., Detroit, Newark, Cleveland, Hartford, 
Buffalo, Philadelphia, Chicago, etc.) in the grant-in-aid 
system. It is significantly more targeted than CETA and 
far more targeted than Ge,meral Revenue Sharing. (For . 
example, Newark received almost the same amount of aid 
under the '$1.8 billie~ countercyclical program in 1976 
as it received under the $6.7 billion general revenue 
sharing program~) It should be noted that a dollar 
allocated to this program, partJ.cularly when we make it 
even more targeted than the current program, delivers more 
aid to the most needy cities than a dollar allocated to 
any other program. 

-- The effect of not proposing a highly-targeted fiscal 
assistance prog:ramcannot be examined in isolation. It must 
be viewed in the context of the CETA changes imposed in 
the last Congressional session and the CETA cutbacks, 
particularly Title VI, included in our budg~t. In many 
cities (Detroit, Hartford, etc.), the combination of CETA 
and countercyclical funds represen~more than 10 percent 
of their expenditures for employee compensation. The 
limitations imposed by Congress and the reduction in 
Title VI jobs (from 367,000 to 200,000 by the end of FY 
1980) in our budget already will cause significant adjustments. 
Pulling away the targeted fiscal assistance funds at the 
same time could cause budget adjustments (tax increases, 
layoffs, service cutbacks) that amount to as much as five 
percent of the budgets of these cities. Most of these 
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adjustments will occur in the year prior to the 
1980 election, mirroring the difficult political 
situation we now face in New York City. 

-- Politically, this program is essential. 
From the point of view of the big city Mayors, targeted 
fiscal assistance has become the acid test. of the 
President's commitment to urban policy. I cannot 
qveremphasize the importance of fighting slde-by-side 
with th~ Mayors on this critical issue inuour otherwise 
austere budget year. 



t~--"N_"ef" IY#_ .·. -.- -• · .. 
j·nefrolt to Lay Off 348 Employees 

'

. I:n::noir. Dec. '27 ~UPI} :_Mayor se~-icesernp1oyees.75re~~ationdepart­
Coleman A. YoWJg announced the layoff roent workers, 55 employees of the en\i­

; cf 34c~ er::piey~ ::ctday in an efiort tore- ror.:n~ntal protec!ion and mainter:a."lce 
· d':fce a projected budget deficit of $01 mil- det~artment and 49 health department 
lion. · · . · · , ·· ·· ·· workers. · 

Mayor 'Young said at .a news confer- .·.' A partial hi,.;,., free;e ~~at was beau.tl 
ence that layoff notices woulci-be issued ·......, .,. 

1 1~~o1TO\ll. TheJayoffs~Hl ~n ~ Ja.n- .~t~~ ~u;:;~::~~i~~ a=~~ 
·. ••1 regret that layoffs are necessary;•• that were announced today wil! reduce 
he sai<L .. Onlya srr~ll portion of our defi..: the budget deficit by $7· million more, 
cit is being made up through layoffs. I a_s.. while personnel layoffs will reduce City 
sure )'OU they· ~ere made. as a last. re- spending by an additional $3 million. 
sort." · · , ''I-hope that these will he the last cuts .. 

that are necessarv, .. the May'or said 
. •NotJ..aying Off PolieeOffleers• ·· .. · ·••but rwill have .tti .reServe judgmen~ o..~ 

. · MayorYo\mg said the layoffs-~ould noi that until the caurtsrhave rUled on the un­
affect the Police Department,_ although reasonable police wage settlements that 

·. the departme~~t's. budget has been re- have been imposed on the city:· 
duced by .sOme $900,()C)()~. , · · .·• •·H c • · · The major reason for: the budAAt pro> 

· · · Je.ms. Mayor Young saic!. w.as the tacr 
"We ~re not Iayi~Ji;Qff palice officers .that Congress did not pass. the s. upPie­

becau5ewe are•pro.ud that. Detroit, which mental F'lsCiiASSIStanc:eA.a.. . · · · 
once led Lie nation in crime, now leads · ·· He said that Detroit hid anticipated 
·lhenationinreductionofcrime,"hesaid~ $17.5 million in Federal assistance from 

Among tl,lo5e scheduled .for layoffs are the act; which is aimed at cities w,ith high 
96 firefighters, 10 emergency medical wtemployment rates. . -· ' · . 

. . -- n. 1 .• 
Lean·Str ets .. ··. 
righteningqf u.s~:.Ai(L .. 
~tit:ix Mbod Proinis~ · 
~o. P~'~h MaQY Cities:_;. . 

~- . , . 

.·; .. 

Cutting the Cake ·~ .• . . . . . . •.• 
· That program. formally known as antire-

• cession fiscal -assistance, had pumped out 
more than S3 billion sitice it began in 1976. 
The money went to cities and states with m­
employment r2.tes above 4.3% so long as the 
natiCinal rate exceeded 6%; 

But the aid package needed to be re­
newed this fall. With the joblesS rate below 
6%, the Senate voted .for a moditted p~· 
gram that would aid the most distresSed · 

Laps-e: -
0
· f Anti recess·' . -

1
•
0
· n' F. ·.un· i._ -... ·.:-· • cities despite the national empioyrnent 

.u. u:> · gainS. But the House adjourned in October . 

.. And. Cut ·m· , CET·'A Sting. . ··_··,·. · v.ithout acting, and thus died a program on 
which many cities had grown to depend. · 

· · ·Reli ·· ·. "The Congress thought the countercycli-
Carte~'_:. Offers .. ~6 ·· · ef . ·. cal funds were tcing on the cak-e.'' Mayor · 

. _ , ·· caliguiri·-says, ··out what tbey'\'e actuallY. 

Propo'• sition_l_ 3 :·and Oi.tc.·. h_ ·:.. 2Z .. ' i done is take a slice 1lllt of the cake.'' . .;· • , .. : . 
. Congress did ren~ ano:her b!g program 

·· ' ... ~~ · ·. · · · ·: -· this year~ tbeConiprehtmSive Employment 
.. ·. · · · · · · ' : : · and Training Act;qr CETA. But in-educed. 

A w .... u.sTaznJo~:ru:A.~ 1\·~ RmJ'Jfliup : · the number of publi~·semce jobs CETA pro- -
For Pittsburg~ t!le firSt jolt waS a sno\V.t vides· to about 6'1..5,oo0 ·frem 725,000 and im-

storm. One of the worst iil the ·clty•s histo."Y• . : , p:>sed new restrictior.s on Who. can be hired · · 
it cost the mUniel~ govenune.nt. nearly • . to do what. . 
ssoo.ooo for snow removal. and salt. _.'.< -_. · · · · · 

Then- the . federal govern:nent's ·. CETA. NG Encouragement From Carter- . 
jobs program, which paid the. salaries of 1~:: . · ·- . These Cuts may be only the beginning. 
000 city worke!'S~ was cut bal;k.. ': · . ' . ·- ,··: · · -· President Carter M5 warned mayors that 

Inflation was taking- it$ worsening. ;tolt .· .. ·. his new budget ·: .. will disappoint those wbo 
throughont the year. ·. . · ... _ " • · . expect constantly expanding. federal aid." 

Finally. ·''the crushing blow ...wa5 deliv..: Some City offic:ials- fear worse - fu.rther 
ered late .this year," sayS Mayor Richard · CET.A. recluctions, for instance. or even a 
Caliguiri, ":with the elimination of .munter· tampering with .. the big general:reveliue-
cyclical.funds" from Wa.shingtoll. , ·' • ;._ · sharing . program. In ,any. case. 1t seems 

Suddenly, Pittsburgh has a $28 rnUlion clear that the Past few years' rapid eXpan-
budget gap~ · _. · . - ,_. . . •·. slon of U.S. aid10 cities is endmg. •- .. 

This sort of thing is bappenlng', to one de- · · · .· This is happening, of cOlll'Se. just when 
gree cr another, in City after citY this fall. local taxpayers are least inclined to open 
In the third~ quarter of last year; cities and wider. Antitax-sentiment has made it either 
S".ates had a combine4 budget surplus of impractical or We~ for :many communities 
nearly $13 bUlio!l. Bythis year's third quar- to raisene\Vrevenueathome. Most.~ 

. ter the figure was don . to SZ.l billion. AnQ ot all is the threat of a ieeession that could 
•. that was before they-lost tneir countercyclJ- stash :the revenue from· cities' existing tax 
: cal aid. · · · ',. .· .~ ·• · •levels.· ;;'.;_ ·< '·; -. .· . . .· · ~--_ _. 

·.• :~-~·-1'··· ... - . . .. . ·:·-~-- ~ ·"""'.' ~-. .:.. -..., .:: ~ :-.~~. '::.o---~--~ ·····"''" "'"·" " ... ,, .... _ .. ,\ ·~-<':~--· ·"'" ·r"-•· _,.,.,_ ,-'"" ., ._;: ~:' -·-.. "::''-'.c....:.,~-:<" 

To M~'Or Thomas · Dunn · of Elizabeth. 
N.J., it all adcis t:p to "the most sei"'ous tis· 
cal problem I've had in H years as mayor." 

. In Pltts!>urgh. Mayor Calig-Ji..i is deter~ 
mmed to deal with !he cnmcb "itbout re- · 
ducL'lg semees. "I oon·t thlnk the people of 

1 Pittsburgh we>..n: that,·· be says. So the citv 
I plan.-; to rra.r.sfer !!> i :so..-:~ pa;-:-oU HO mtrli. 
·cal technician3. 1~ neighborhood cleanup 
workers and vaiious other employes who 
had been paid with federal CETA funds. 

. Pittsburgh will also retaln police; fire aruL 
sanitation workers wilose salaries were paid _ 
by the S5.5 million of antirecession aid the · 
city lost. . . 

:.. 

Raising .Taxes ·- •· · ~-
To i)ay for them and fill the iest of the •· 

city~s budget gap, Mr. Caliguiri proJX!SeS tci 
raise ~.lOca.llo/o income-taX rate to 2.5%; 
Some member.J of t!le city COIUlcil have· 
vowed to fight the Increase. - ~. ; ·· ·•···• ·_·· • · · 

. Even if it"s politicallY ~~e: ~ioouJ.; 
such a course isn't open to a lot of c.Ommuni· 
ties. Elizabet'.h.- for ins"'..anc:e.. runs L'P agair.st · • · · 
something called the "cap,•• a 19i6 New Jer· 
sey, Jaw limiting inc:rea.ses: In municipal,'. 
spendingto5% ayear. ·_ ·_ : · ··· ~. ··~· 

. This means that when federai ~ Which . 
is exempt .from the cap. is reduced. a New : 
Jersey dty can"t simply make it up with . • 
local.ly raised· revenue. , Thus Newark is • 
rr.aking plans to .lay off some 450 i:ltv' em- . ·. 
ployes bec:ause.of a loss of S10 .million ui · .· 
~.s. aid; the ca;J-ba.-s the cr.y frdm na.'TOW: . 
mg the gap ~tlunoney_ .frmn a budget sur.· :. 
pins.. -~-<"::··· ··, . >- ~~· -. ·:,~- :-.;_:::~~;;);:t.~ <" .• / ..:: :: 

; ln.-Elizabeth. an a.g:ing industti~ ·cit}' of 
112.~. -Mayor Dun::l says .lie ·is ... hoping 
-aga!nst hope that ~-s:ate Will bai,l US OUL" 
In the meantime.: he has recom.m!nded ·, 
elimiDating the city's o:msw:n.er Frailch De-.'··· 
partment tri uve money. and is coilsldeting ' 
CUitipg ·.back garbage collections.·· ae also.··.· · 
has frozen hiring in tbe police and fire d~ , 
~rtments, a move that Donald Silvey, pres• · : 
identof.the'Elizabetb F!roo..men~s Mutual Be- .. :i 
nevolent Associal:ion. warns could have .. a 
v_ray serious effect" on the dty'sflre protee· . 
tion.·- ·· .. _ -. -· ~ ,.- .· '.<: >. · : 

' In a Similar bind is ~~·Ah.'iast : 
year the city cf..3l,OOO f'.mneled its S325 000 of ; 
antirece,ssion ·aid irito its general fund to -. 
c;over a Widening gap caused by 1nf1ation. ; 
"'It was da.n.,oerous;• City Manager Cari . 
Cleatham says.·"'but what alternatives diet·~ 

·we have?".'<.=- ·.-.-·. · · ··7 - .:.;· : :· ·,_ .;.:.cc 
· For fiscal1979, . ending next September( ' 
~ton bad c:ounted on repla.dng the lo5t .. 
coun;ercyclical.aid With increased prope~ . 

1 .- Please Twrn to Page 3$, Coliunn i 
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